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C HAPTER I 
I NTRODUCT I ON 
The na t i ona l e co nomi c  e nv i ronment in agr i cul ture h a s  
changed s i gni f i c ant l y  s in c e  1 9 7 0 . During t h e  d e c a d e  o f  the 
19 7 0' s , U . S .  agr i cul t ura l p roduce r s  e xp er i enc e d  a drama t i c  
inc re a s e  i n  l an d  va lue s a nd h i ghe r debt l eve l s . For e x­
ampl e ,  be t ween 1 9 7 3  and 1 9 8 1 , S ou th Dakota farm l and va lue s 
a pp re c i at e d up t o  1 5  p e r c ent p er year ( Jans s en , 1 9 8 4 , p .  1 ) . 
I n  the m i d s t  o f  the s e  a cc e l er a t ing l and va lue s in t h e  1 9 7 0 ' s, 
f ew l enders and p roduc e r s  made f i nanc i a l  c omm i tment s t he y 
d i d  no t e xpec t t o  kee p . More s p e c i f i c a l l y , e xp e c t a t i o n s  
s impl y t urne d out t o  be wrong ( Brake , 1 9 8 3 , p .  9 5 3 ) . 
The en s ui ng economic d own turn was enough t o  s hake 
e xp e c t a t i on s  of future ca p i t a l  g a i ns . . As one author i ty 
not e d , ' ' I n  1 9 8 2 , .2 7  yea r s  o f  unin t e rrup t e d  l and va lue 
a pp re c ia t i on were br oken w i th a va lue dec l ine ' ' ( Jans s en , 
1 9 8 4 , p .  1 ) . 
The du al t r end s o f  d e c l i n i n g  farm inc ome and i nc re a s i ng 
f arm inc ome debt  u se ha s re s u l t e d  in a h i s t o r ic a l l y hi gh 
d eb t  l oa d  mea s ure d by the d e b t  t o  inc o me ra t i o o f . l 3 . 44 f o r  
1 9 8 3  ( U . S . D . A .  A g r i cul tura l F inanc e S ta t i s t ic s , 1 9 6 0- 8 3 , 
A pr i l  1 9 84 ) . A long w i th t h i s i nc re a s e d  d ebt l oa d , i n t e re s t  
ra t e s , b oth nomina l and re a l , have r i s en dramat i c a l l y  
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( Bo eh l j e , E i dman 1 9 8 3 , p .  9 3 7 ) . Cons e quen t l y , the i mport ­
anc e o f  i n t ere s t  r e l evan t  t o  t h e  p e r�ent a g e  Q f  a l l  c a s h  
e xp en s e s  ha s r i s en from 5 per c ent i n  1 9 6 0 to  1 8 . 6  p e r c en t  in 
1 9 8 3  (U . S . D . A .  Economi c  Ind i c a t or s  of the Farm S e c t o r , 
p .  1 4 ) . 
Change s i n  t he n a t i ona l e c onom i c  env i ronment have an 
impac t on f i rm vi ab i l i ty . Boeh l j e  and E i dman ( 1 9 8 3 , p .  9 3 7 )  
b e l i eve t h a t  th i s  i mpac t on f i rm v i abi l i ty ind ic a t e s a ne e d  
for a ne w f ocu s i n  f a rm management and f inanc e re s e ar ch and 
educ a t i ona l p rogram s . 
Nat i ona l l y , 20 p e r c�n t  more f arme r s  d i s c ont inued the i r  
op era t i on s  be t ween 1 9 8 1  and 1 9 8 2  than p revi ous l y . Tho s e  
farm e r s  more s evere l y  i mpac t e d  are new entran t s and t ho s e  
produc e r s  t ha t  u s e d  d eb t  t o  r a p i dl y  expand i n  the 1 9 7 0 ' s 
( Boeh l j e , E i dman 1 9 8 3 , p. 9 3 7 ) . Brake ( 1 9 8 3 , p .  9 5 3 ) a l s o  
s ta t e s that ne w ent rant s  and p r oduc ers  who were heavi l y  
l ever a g e d  i n  the 1 9 70 ' s a re t he har des t h i t  by the c urren t  
farm c r i s e s . Brake ( 1 9 8 3 , p .  9 5 4 ) cit e s  f l o a t ing _ int e r e s t  
ra t e s  on a s i gn i f i c an t  amoun t  o f  d eb t  be ing p a s s e d  on t o  
the b o rrower in unp re c ed en t e d magn i tud e . 
I owa S ta t e  Unive r s i ty e c onomi s t  Ne i l  Har l be l i eve s t he 
na t i ona l f arm cre d i t  c ri s i s  ha s no t been fu l l y app re c i a t e d . 
Har l s a y s  farme r s  a re i n  a p inc er moveme n t , " When f arme r s  
l o s e  mone y the y can ' t  p ay o ff the i r  debt s and f ind them s e lve s 
fac i ng h i gher int e r s t p ayment s on b i gger l o ans . But a t  t h e  
s ame t ime , w i th farm p r o f i t s  gene ra l l y  d e pre s s e d , the va lue 
of farm a s s et s  - i s  f a l l i ng , e at ing fu�ther into ne t w o r th ' '  
( Cochran , 1 984, p .  1 ) . 
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Due t o  t he i nc re a s e  i n  b orrowed ca p i ta l , coupl ed w i t h  
the d e te r i o r a t ing farm f inanc i a l . env i ronment , pro duc e r s  mus t 
be more s op h i s t ic a t e d. and kno w l edgea b l e in f i nanc i a l  p l an­
ning , managemen t and marke t ing . Knowledge o f  and p ra c t ic e  
i n  the s e  are a s  c o uld d e t e rm ine i f  a p roduc er make s a p r o f i t  
or f ac e s  fore c l o s ure ( S chne e b e rge r , O s burn 1 9 7 7 , p .  2 ) . 
Educ a t ing produc e r s  and p rovi d ing as s i s t ance t o ward s 
i mp l ement ing f inanc i a l  p l�nn ing , produc t ion mana gement and 
marke t ing s k i l l s have be e n  s ome o f  the ma j or trad i t i ona l 
ro l e s  o f  the Coop e ra t ive E x tens i on S e rvi c e  (CES ) .  The C ES 
i s  a publ i c  a genc y tha t ha s s t a te w i de ne t works o f  c ounty 
agent s tha t a re s up p o r t e d  by a t eam o f  e xtens i on s p e c i a l i s t s  
at t he s t a t e  l and grand un i v e r s i t i e s . 
Land grant uni ve r s i t i e s  are a-re s ul t o f  the Morr i l l  Ac t 
o f  1 8 6 2 , whi c h  g ave e a c h  s t a t e  3 0 , 00 0  ac re s o f  l and f o r  e a c h  
s enat o r  and re p re s ent a t ive in C ongre s s . Thi s l and was t o  
endow co l l ege s i n  a gr i c� l t ura l and me chan i c a l art s ( Tw e e t en 
1 9 7 9 , p .  1 22 ) . 
The CES was e s t a b l i s h e d  t o  e xtend the resul t s  a nd bene­
f i t s  o f  the t ea c hing of l and grant c o l l eg e s  and the re s e a r c h  
o f  the e xper i ment s t a t i on s  t o  t he f a rmer s . The f eder a l  S m i t h  
L ever Ac t o f  1 9 1 4  prov i ded the l e g i s l at ive and f i s c a l  e s t ab­
l i s hmen t  o f  a Coop era t ive Exten s i on Serv i c e  f or e a ch s ta t e . 
Twee t en ( 1 9 7 9 , p .  1 2 3 )  s t a t e s  t ha t the CES i s  no w a 
mod e l  u s ed by other n a t i on s  tha t want t o  e xtend agr i cu l tura l 
s c i enc e bene f i t s  t hroughout the p opul at i on . 
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Det e r i o ra t ing fa rm f inanc i a l  cond i t i ons , p l u s  t h e  n e w  
empha s i s  on f a rm s urv i va l , c au s e d  many rura l c i t i z ens and 
l eader s to ra i s e  many que s t i ons a b out t he _ current l eve l o f  
f inanc i a l  s t re s s  amon g produc e r s . The s e  c i t i zen s and l eader s 
a l s o que s t i one d wha t a c t i on c ou l d  be t a ken by the CES t o  
a dd re s s  the current farm f inanc i a l  c r i s e s . 
I f  the CES i s  t o  p rovi d e  an a gg re s s ive r o l e i n  a s s i s t ing 
p roduc er s , it i s  i mp o r t ant to d e t e rm ine s ki l l s mo s t  ne e d e d , 
the t yp e  o f  d e l ive ry , and the l eve l o f  s uppo rt for the CES 
i n  th i s  area . I t  i s  a l s o i mportant t o  d e t e rm ine t he l eve l 
o f  s t re s s  in ag r i cu l ture . 
The s c op e  o f  thi s t he s i s  i s  t o  s urve y the a pp rox i ma t e l y 
3 5 0  agr i c ul tura l l ende r s  i n  S outh Dako ta . Sen i o r  a gr i ­
cul tura l l o an . o ff i c er s  f or the s t a t e ' s  l ender s were c ho s en 
as the t a r get c l i en t e l e. be c au s e  they are the mo s t  fam i l i ar 
w i th the curr ent f i nanc i a l  he a l th o f  the s t a t e ' s  a gr i cul t ura l 
borrower s .  Banks , FmHA , Produc t i on Cre d i t  A s s oc i a t i ons and 
the Federa l Land Bank s were i nc luded . 
The overa l l  o b j e c t ive s o f  the the s i s  are t o  a s s e s s  t h e  
current l eve l o f  f i nanc i a l  s t re s s  among S ou th Dako t a ' s  
a gr i cul tura l p roduc er s and t o  a s s i s t  i n  de s i gning educ a t i on 
programs t a rg�t e d  t oward a g  bo rrower-s under f inanc i a l  
s t r e s s . The s p ec i f i c o bje c t i ve s  o f  the the s i s  are : 
1 )  Id en t i fy the l eve l o f  f i nanc i al s tre s s  among S ou t h  
Dakota a g r i cu l tura l p r oduc e r s  by homogene ou s r e g i on and 
lend er . 
2 )  ·I d en t i fy l ende r  p r i o r i t i e s  f or s ki l l i mp roveme n t  
and p ro gram de l ivery i n  a gr i cul tura l f inanc i a l  manageme n t  
e duc a t iona l p ro grams . 
3) De t e rm ine l ende r  s upport f or the e ff ort s o f  the 
S outh Dakot a  Coop erat ive Ext ens i on S erv i c e  in agri cul tura l 
f inanc i a l manageme n t  programs . 
4 )  De t e rm ine the impl i ca t ions for the future o f  t h e  
S ou t h  Dakot a  Cooper a t i ve Ext ens i o n  Serv i c e  in t h e  c hang ing 
envi ronment o f  agr i c u l tura l f inanc e . 
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CHAPTER I I  
L I TERATURE REV I EW 
Ma croe c onom i c  Fac t or s  
S eve ra l ma c roe conom i c  f ac t o r s  l ed to th i s  current a gr i -
cul tura l f inanc e s i tua t i on . 
I n  t he 1 9 7 0 ' s  an e xp an s i onary mone t ary po l i c y  by the 
Federa l Re s erve and d e f i c i t  s p end ing b y  the U . S . Congre s s  
and the p re s i dent c re a t ed . a r t i f i c i a l l y  " che a p "  c re d i t .  Many 
i n t ere s t  r a t e s  w�r e lower t han i n f l at i on , c re a t ing a d i s in-
c en t ive t o  s ave and an incent i ve to  borr ow . 
A s s e t va lue s , s uch a s  f a rm l and , r o s e  fa s ter than 
i n f l a t i on . I nc re a s ing f a rm l and va lue s encouraged p roduc e r s  
and l enders t o  a l l ow m o re c re d i t  and expand p roduc er o pe r -
a t i ons . 
T i ght mone t ary p o l i c y  i n  t he 1 9 8 0 ' s c re a t e d  a r i s e  i n  
t he va lue o f  the U . S . do l l ar i n  i n t erna t i ona l currenc y  
market s .  Thi s a ppre c i a t i on o f  the dol l ar wa s a fac t o r  l e a d -
ing t o  wor ld r� c e s s i on . I n  t he s ame t ime p er io d  the re we r e  
re c o rd harve s t s  i n  t h e  Uni t e d  S ta t e s , whic h ke p t  c ommod i ty 
p r i c e s  l o w  and redu c ed f arm i nc ome s ( Me l i c har , Fed . Bul -
l e t in , J an . 1 9 84 ,  p. 1 ) . 
Schuh ( Mac ro, 1 9 7 6 , p. 8 04) be l i eve s tha t , 
An ove rva lued c urr ency i s  i n  e f f e c t  an impl i c i t  e xpo r t  
t a x  tha t , d e pend i ng o n  t h e  e l as t i c i ty o f  f ore i gn i mp o r t  
demand an d t h e  e l a s t i c i t y o f  d ome s t i c f ac t o r  s upp l i e s , 
ha s i t s  i nc i denc e  on t he e xpo r t ing se c t o r . When c ombined 
w i th t i gh t  mone t a ry and f i s ca l  p o l i c i e s de s i gned t o  s t e m  
the g o l d  out f l ow and c ont r o l  t h e  ba l anc e o f  p ayme n t s 
de f i c i t , the r e su l t wa s a s evere' s quee z e  on a gr i cu l ture , 
at the very t i me i t  w a s  a l re a dy exper i enc ing a c on s i d e r ­
abl e a d ju s t me n t  p r o b l em due t o  t he adop t ion o f  n e w  
produc t ion t e chno l o gy and s ub s tant i a l  inve s tmen t s i n  
nonhuman c a p i t a l . 
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The ra p i d  app re c i a t i on o f  t he dol l ar p r i c ed U . S .  c o mm o d -. 
i t i e s above o ther f oo d  sup p l i er s  and comp e t i to r s  i n  the wor l d  
marke t . A s  a r e s ul t , U . S .  agr i cultura l e xport s d e c l i n e d  dur-
ing the ear l y  1 9 8 0 ' s .  
The r i s e i n  i n t e re s t  ra t e s  and the va lue o f  the d o l l ar 
a l s o c re a t e d a c ompound ing impac t  on d eve l o p i ng na t io n s  w i th 
l arge d eb t s  denom i na t e d  i n  U . S .  do l l ar s . Not onl y were· the y 
f a c e d  w i th h i ghe r i nt er e s t  ra t e s , but t he dol l ar s t rength 
re qu i re d  mo re of  the i r  curr ency t o  s e rvi c e  the debt . A c c o rd-
i ng to U . S .  Depar t ment o f  Agr icul ture e conomi s t  Dav i d  
S ta l l i n g s , tho s e  d e b t o r  n a t i ons w i l l  s p end export e arning s 
on l oan p ayment s; and w i l l  c u t  ba ck on agr icul tura l i mp o r t s .  
Ag impo rt s  are c on s i de r e d  a l uxury by the deb t o r  na t i on s , 
b e c au s e  t he a g  impo r t s  do no t add to · t he potent i a l  e xpo r t s 
e a rning s l i ke o th e r  c ap i t a l  g oo d s . A s  a re s ul t , U . S .  
agr i c u l tura l export s a l s o d e c l ined i n  p ar t  du e t o  weak demand 
( Van C hant f ort , Jul y 1 9 8 3 , p .  6) . 
F inanc i a l  d er e gul a t i on o f  bankin g ha s a l so c ont r i bu t e d  
to t h e  current f inanc i a l  s i t ua t i o n  in a gr icul ture . H i s t or i -
c a l l y , rura l bank s have been i s o l at e d  f rom n a t i ona l f inanc i a l  
c ond i t i ons . Barry and Lee ( De c . 1 9 8 3 , p .  9 4 7 ) s t a t e  t h a t  
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he avy re l i anc e on l ow c o s t  d e mand d epo s i t s may be c o me non­
e x i s t ent , due t o  t he D e po s i t o ry I ns titut ions Acts ( DI A ) o f  
1 9 8 0  and 1 9 82 . The D I A  i s  e xp e c t e d  t o  inc rea s e  the r a t e  
s e n s i t iv i ty o f  fund i ng s ourc e s  for s ma l l er banks , a nd re s ul t 
i n  more market o r i ente d  p r i c ing a t  the s e  rura l banks ( Barry , 
Lee , Dec . · 1 9 8 3 , p .  94 7 ) . I n  ano t he r  s t udy , i t  i s  s ta t e d  tha t 
many banks are enac t ing more s o ph i s t i c a t e d  l o an p r i c i n g  and 
as s e t  l i ab i l i ty management t o  c o p e w i th the deregul at i on and 
c o s t  o f  fund s r i s k . The s e  t e chni que s  inc lud e  r i s k  pr i c i ng , 
pre c i s e  c o s t a c coun t i ng , f l o a t i ng ra t e s  and varying ma t ur i t y  
l eve l s  ( Barr y , Ca lver t ,  1�84 , p .  21 ) .  
B arry and Lee ( De c . 1 9 8 3 , p .  94 8 ) o ff er no c onc l u s i ve 
o p i ni on on the ne t e f f e c t  o f  the c re d i t  and c o s t  o f  fund s 
r i s k on an a g r i cul tura l bank ' s l end ing . Howeve r , dere gul a ­
t ion s houl d  t end to  i nc re a s e  t h e  co s t  o f  fund s , par t i c u l a r l y  
to the rura l banks ( Barry , Lee , Dec . 1 9 8 3 , p .  94 8 ) . T he 
curre nt · mac ro e c onom i c  f inanc i a l  s i tuat i on in a gr i cul ture 
l ea d s  to s eve ra l i mp l i c a t i on s  for the future . 
In g enera l ,  the m o re o p en e cono my and f l oa t ing e xchan g e  
rat e s  make s mana gement o f  e c ono m i c  p o l i c y  more c o mp l ex and 
unc er t a in ( S chuh , Mac ro , 1 9 7 6 , p .  8 0 6 ) . Wor l d  mac roe conom i c  
i nt erde pendenc i e s  i mply tha t agr i cul tura l e conomi s t s  mus t  
g ive grea t e r  a t t ent i on t o  mac roe c ono m i c  p o l i c y  i f  the y wan t 
t o  under s t and d eve l op me n t s in t h e  a gr i cul tura l s e c t o r  and 
d eve lo p  ac cura t e , use fu l e c onomi c  f ore ca s t s  ( S chuh , Mac ro , 
1 9 76 ,  p .  80 6 ) . 
Mi c ro e c onom i c Fa c t or s  
The mac ro e c onomi c  f ac t o r s  have l e d  t o  s evera l d om inan t 
m i c ro e c onomic f ac t o r s  a f f e c t ing the current f inanc i a l s t re s s  
s truc t ure i n  a gr i cul ture . 
In the e a r l y  1 9 8 0 ' s  d e c l ining farm l and va lue s a dd e d  t o  
the f inanci a l  s tre s s  o f  r e duc e d  e xport s and d rop p i ng c o mmod ­
i ty p ri c e s . In S outh Dakot a , t he Federa l Land Bank d a t a  
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s how tha t f arm l and va lue s d e c re a s ed 1 9  p er c ent b e t we e n  1 9 8 1  
and 1 9 8 4  ( Jan s s en ,  S e p t . 1 9 8 4 , p .  1 ) . In Apr i l  o f  1 9 8 4  the 
e s t imat e d  ave ra ge va lue o f  $ 2 6 3 . 00 per a c re i s  about the s a me 
nomina l va lue a s  f ive ye�r s  e ar l i er , and the s ame r e a l va lue 
as ten year s e a r l i er ( Jans s en , S e p t . 1 9 84 , p .  1) . 
Produc er s have t hree me thod s t o  pay f or i ncurr e d  d e b t . 
L i quidat i on o f  s hor t - t e rm a s s e t s , current inc ome , and l i qu i ­
d a t i on o f  l ong- t e rm a s s e t s  a re s ourc e s  f or farm debt  re pa y ­
ment . 
S hort - t e rm A s s e t  L i qui d i t y  
A s s e t  l i qu i d i t y  va lue h a s  no t b e e n  c on s i der e d  i n  e c o ­
nom i c  mod e l s  be cau s e  i t  ha s no t b e en con s i dere d a s  a s urv i va l  
op t i on . L i qu i d i t y va l ue i s  d e f ined a s  the ne t va lue o f  an 
a s s e t  a f t e r  l i qu i d a t i on l o s s e s ( Boeh l j e , Ei dman , De c . 1 9 8 3 , 
p .  9 3 8 ) . 
The ne e d  f or p r oduc e r s  t o  l i qu i dat e the i r  a s s e t s  t o  m e e t  
the i r  d eb t  o b l i ga t i on i s  a re s ul t  o f  p roduc er s re s t ruc t ur ing 
the i r ba l anc e s he e t s  i n  the 1 9 6 0 ' s  and 1 9 7 0 ' s .  Thi s 
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re s t ruc tur ing re s ul t e d  in r e duc e d  l i qu i d i t y  and d eb t  s erv i c e  
ab i l i ty .  A s s e t s  s uc h  a s  gra i n  and li ve s t o c k  inven t o r i e s  
were c o nve rt e d  i nt o  i n t e rme d i a t e  and l ong- t e rm a s s e t s  s uc h  
as  machine ry , e qu i p ment o r  l and� Longer te rm a s s e t s  a re 
l e s s l i qu i d and c annot s e rv i c e  debt  r e a d i l y .  A s ubs t ant i a l  
port i on o f  the i n c re as ed d ebt l oa d  i s  o f  a s hort - te rm na t ur e , 
s uc h  a s  s h or t - term con t ra c t s  a nd one -year no t e s f or c a p i t a l  
i tem s , l i ke mac h i nery and e qu i p ment . Farmer s  are a t t emp t i ng 
to p ay hi ghe r  p r inc i p a l  and i n t e re s t  p ayment s w i th l e s s  c a s h 
and l i qu i d  as s e t s  ( Boehlje , E i dman , Dec . 1 9 8 3 , p .  9 3 7 ) . 
F i gure 2-1 i l l u s t ra t e s  the d e t e r i o ra t ing per c en t age o f  
l i qu i d  f arm a s s et s  re l at ive t o  t he to t a l  f arm deb t . T h i s 
shows t h a t  in 1 9 84 ,  the agr i cul tura l s e c to r  could p a y  4 9  
per cent o f  t h e  f ar m  debt  w i th a l l  t h e  curren t l i qu i d  a s s e t s . 
In 1 9 7 0 , 9 4  per c en t  o f  agr i cul ture ' s  debt c oul d have been 
re p a i d  w i th l i qu i d  a s s e t s . 
Earned Income 
Inc ome i s  ano ther s ource o f  d eb t  re payment , a c c o rd ing 
to Drabens to t t  ( De c . 1 9 8 3 , p .  9 5 5 ) .  As re a l  i n t e r e s t  r a t e s  
r i s e  p roduc e r s  s hou l d  shi f t  from debt t o  re t a ined earn i ng s 
to  f inanc e e xp ans i on . Farm pr oduc ers  s hould a l s o be c ome 
t o t a l r i s k  manager s , making s i mul tane ou s dec i s i on s  t o  mana ge 
produc t i on ,  market ing , and f inanc i a l  r i s k s  ( Drabens t o t t , 
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Figure 2-l . U . S .  Liquid Farm Assets : Total Fann Debt . . 
11 
Brake (Dec . 1 9 8 3 , p .  9 5 3 ) a gree s ,  say ing tha t t h i s 
f inanc i a l  c r i s i s  ha s t wo n e w  e l ements . One i s  t h e  i mp o r t ­
anc e o f  r e t a ine d earn i ng s o r  c a s h  f l o w  t o  s e rv i c e  p rev i ou s  
debt c omm i t ment s a s  i n t e re s t  ra t e s  r i s e . Ano ther e l ement 
is t he e xpe c t e d  ab i l i ty to b o rr ow p er iod ica l ly on c a p i t a l  
ga ins whic h  d i s a pp eare d w i t h  t h e  re a l i ty o f  d e crea s i ng 
a s s e t  va lue s ( Brake , De c . 1 9 8 3 , p .  9 5 3 ) .  
12 
F i gure 2-2 i l lu s t rat e s  t he t rend o f  the U . S .  f arm d e b t  
to ne t i ncome rat i o . It s hows that in 1 9 8 3 , i t  woul d t a ke 
the a g r icul tura l s e c t o r  a s  a whol e ,  a l mo s t  1 3 . 5  year s t o  
re pay the f arm debt w i th ne t i nc ome . In 1 9 8 0 , i t  would have 
taken 7 . 8  year s to re pay the debt , and 2 . 1 5 year s in 1 9 6 0 . 
Long - t e rm A s s e t  L i qu i dat i on 
L i qu i dat i on o f  l on g - t e rm and interme d ia t e  a s s e t s  ha s 
be co me a s urv i va l  o p t i on . Thi s i s  be c a u s e  mone t i z ing c a p ­
i ta l  ga in t o  c over d e b t  s e rv i c i ng probl em s  i s  no t a s  r e a d ­
i l y  ava i l ab l e  a s  i n  t h e  p a s t , be c ause o f  hi�he r nomina l and 
re a l  i n t er e s t r a te s , and p o s i t i ve c a p i ta l ga ins are l e s s  
c e r t a in . L i qu i da t i o n  o f  l ong- t e rm and int erme d i a t e  a s s e t s  
may re s ul t i n  l o s s e s  when s o l d  under dure s s . The s e  t y p e s 
o f  l o s s e s  have had an i mportan t  e ff e c t  on the e c onomic v i a ­
b i l i ty ( inc l ud ing s urv iva b i l i t y )  o f  some farm f i rm s  duri n g  
t h e  p a s t t wo years  ( Bo eh l j e , E i dman , Dec . 1 9 8 3 , p .  9 3 8 ) . 
H i ghl y l eve r a ged p roduc e r s  may have had op era t ing l o s ­
s e s  e qua l t o  a fourth o r  a th i rd o f  the i r  e qu i t y  i n  the· p a s t 
13 
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Figure 2-2 .  U . S .  Fann Debt-to-Net Incane RaC io . 
f our years ( Me l i c ha r , Fed . Bul l e t in ,  Jan . 1 9 8 4 , p .  8 ) . 
The s e  heav i l y · indebt e d  p rodu c e r s  must have s ubs tant i a l  
f inanc i a l  re s erve s , o r  f a c e  l i qu i dat i on o f  as s e t s  t o  r e duc e 
the i r  d ebt s erv i c i ng burd en . N a t i ona l l y , .  three t o  f ive 
per c ent o f  f arme r s  have l i qu i d a t e d  a s s e t s  in r e c en t  y e a r s  
pr i o r  t o  1 9 8 3  ( Me l i char , Fed . Bul l e t in , Jan . 1 9 8 4 , p .  9 ) . 
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F�gure 2-3 i l l u s t ra t e s  the t rend of the U . S .  farm d e b t  
t o  a s s e t  r a t i o . Thi s s ho w s  tha t in 1 9 8 4 , 20 p erc ent o f  the 
agricultural sector's total assets would pay the farm debt. 
Thi s  i s  a l mo s t  d oub l e  t he 1 1 . 8  p e r cent debt l eve l i n  1 9 6 0 . 
It s h oul d be not e d  t ha t  d eb t  l eve l s  o f  the a gr icul tura l 
s e c t o r  and p rodu c e r  warn i ng l eve l s  are no t d i re c t l y c ompar­
ab l e . 
Nat i ona l s t a t i s t i c s  s how t ha t  ne a! lY two th i rd s  o f  
t o t a l d ebt i s  owed by op e ra t o r s  w i th debt to a s s e t  ra t i o s  
gre a t e r  than 4 0  ·p e rc ent . M e l ic har ( Fed . Bul l et in , Jan . 
1 9 8 4 , p .  9 )  be l i eve s l ende r s  s ee much o f  the i r  money in t he 
hand s o f  op era t o r s  who a re i n  f inanc i a l  t r oubl e .  
Tab l e  2 - 1  re p re s ent s t he e s t i ma t e d  p erc en t a ge d i s t r i ­
but ion o f  f arm opera t o r s , the i r  debt and as s e t s , b y  re l a t i ve 
debt l eve l and f arm s i z e f or t he Uni t e d  S ta t e s . 
South Dakota s t at i s t i c s  i nd i c a t e  tha t in 1 9 8 3 , i t  wou l d  
take a l mo s t  1 1 . 5  y e a r s  t o  re pay t o t a l  d eb t  w i th ne t f arm 
inc ome , whi l e  in 1 9 6 0  i t  t oo k  1 . 3  year s ( Tab l e  2 - 2 ) . S outh 
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Figure 2-3. U.S. Fa.rn1 Debt-to-Asset Ratio. 
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Tab l e  2- 1 .  E stimate d P e r c en t a ge D i s t r i bu t i on o f  Farm 
Opera t o r s  and The i r  Debt and A s s e t s ,  by 
Relat ive Debt  Leve l and S i z e , January 1 ,  1 9 84 . 1 
Rat i o  o f  F arm Operat o r  Debt t o  A s s e t s  
( pe r c ent ) 
S i ze o f  Farm 2 0 - 1 0 1 1 -40· 4 1 - 70 7 1  and Tot a l 
over 
OJ2era t o rs 
A l l  Farm s  5 8  24 1 1  8 1 00 
Large 2 1  3 6  2 5  1 9  1 00 
Med ium 34 3 5  1 8  1 3  1 00 
Sma l l  5 5  2 6  1 1  8 1 00 
Very s ma l l  7 3  1 6  7 4 1 00 
Deot 
Al l Farm s 5 3 2  3 2  3 1  1 00 
Large 3 2 7 33  3 8  1 00 
Med ium 5 3 4  3 2  29 1 00 
Sma l l  8 3 7  29 2 6  1 00 
Very s ma l l  8 3 8  3 1  23 1 00 
As s e t s 
Al l Farm s 4 7  3 2  1 7  8 1 00 
Large 27 3 8  22 1 4  1 00 
Med ium 3 8  3 8  1 6  8 1 00 
Sma l l  6 1  2 6  8 4 1 00 
Very s ma l l  74  1 8  6 3 1 00 
E s t i ma t e s  s h own a r e  ba s ed on d a t a  f rom Bureau o f  the 
C ens u s , 1 9 7 9  Farm F inanc e Surve y ,  as tabul ate d by U . S .  
Depar t ment o f  Agr i cu l ture , Ec onom i c  Re s e arch Serv i c e , 
16 
and ad j u s te d and upda t e d  by the a uthor . Compar i s on s  o f  
a s s e t s and d ebt re por t e d  by op era t o r s  in . the s urve y  w i th 
e s t i mat e s  o f  the s e  i t ems made by ·USDA and the a u thor i n ­
d ic a t e d  tha t t o t a l a s s e t s had been underre po rte d  b y  1 8  
p er ce n t , and t o t a l d eb t  by 3 1  p er c ent . For 1 9 8 0 - 8 3 , 
e s t imat e s  made by USDA and the author ind i c a t e d tha t  the 
va lue o f  as s e t s  c ove red by the s urve y ha d inc re a s e d 9 
p er c ent , an d the amount o f  debt  28 p er c en t . The s e  a d ­
j u s t men t s  the re f ore ra i s e d  d eb t -as s e t  ra t i o s  a b ove t ho s e  
f ound i n  the o r i g i na l  s urve y . 
2 .  Farm s are c l as s i f i ed by s i z e ac c o r d ing to  the t yp i c a l  
annua l va lu e o f  f arm p roduc t s  s o l d , a s  f o l l o w s : l arge , 
$20 0 , 00 0  and over ; m e d ium ,  $ 4 0 , 000 to  $ 1 9 9 , 9 9 9; s ma l l , 
$ 1 0 , 00 0  t o  $ 3 9 , 99 9 ; and ver y  s ma l l , under $ 1 0 , 00 0 . 
Sourc e: Me l i char, Emanue l. "A F inanc i a l  Perspe c t ive on 
Ae;r i cu l tur e." F e de ra l  Re s e rve Bul l e t in, Jan . 
1 9 8 4 . 
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rat i o  f or a gr i cul ture , ha s i n c re a s e d  f rom 22 . 2  p er cent i n  
1 9 8 0  t o  2 9 . 5  p e r c en t  i n  1 9 8 4  ( U . S . D . A� ,  Econo m i c  Re s e a r ch 
Servi c e , Ec onom i c Ind i c a t or s  o f  the Farm S e c t or , S t a t e  
Inc ome and Ba l anc e She e t  Sta t i s t i c s , 1 9 8 3 , �anuary 1 9 8 5 ) . 
Tab l e  2- 2 • . S outh Dak o t a  Farm Debt - t o-Ne t Farm Inc ome Rati o . 
I I ! I Total l 1 Farm Fann Non Total Debt-to-Net 
Net Fann 1 Real Estate Real Estate Farm 1 Fa:rm Incone 
Year · Incorre Debt Debt Debt Ratio 
OMillion Dollars ) I I I 
1960 272.6 227 . 2 144 . 5 371 . 7 I 1.36 I· I 
1970 328.2 5 70 . 8 666. 2 1237 . 0  3.76 
1980 342.9 1644 . 0 2504 . 0 4148 . 0  12.09 
1981 592.1 1820 . 6 2572.7 4393 . 3  7.41 
1982 418.5 2012 . 1 2805 . 0  4818 . 0 11.50 
1983 468.1 2075 . 4  3235 . 0  5310 . 4 11.34 
The s e  s e condary d a t a  p r ov i d e  an overvi ew o f  the f i nan -
c i a l  cond iti on in a gri cul t ure . But a deta i l ed and time l y  
ana l y s i s o f  the current l eve l o f  f i nanc i a l  s tre s s  in S ou t h  
Dakota wou l d  prov i d e  an a dd i ti ona l p ers p e ctive o n  the p re -
c i s e  nature o f  current t rend s . 
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Imp l i ca t i on s  f o r  Ag Lend e r s  
Ag produc e r s  who borr owed heavily i n  the 19 7 0 ' s  w i th 
in f l ate d l and va lue s  a s  c o l l a t era l are now exper i enc ing a 
p rogre s s i ve e r o s i on o f  e qu i ty . Thi s l o s s  o f  e qui t y  among 
tho s e  p roduc e r s  h o l d ing mo s t  o f  the f arm deb t  has be en in­
cre a s ing the numbe r o f  p robl em a g  l oans a t  banks and o the r 
farm l end ers  ( Me l i c har , Bank ing , 1 9 84 ,  p .  2 ) . 
Agricul tura l bank s ( bank s a t  whi ch f arm mortgage and 
p roduc t i on l oans a re 2 5  per c ent o r  more o f  t o t a l l oa n s ) 
na t i ona l l y  compr i s e  2 8  p ercent o f  a l l  banks . P r i o r  t o  t h e  
s umme r  o f  1 9 8 4 , agr i c u l tura l banks were underre pre s en t ed 
among f a i l e d banks . From June t o  S e p tembe r o f  1 9 84 , h ow­
ever , 10  o f  the 27  bank s t ha t  fa i l e d na t i ona l l y  were 
a g r i cul tura l banks ( Me l i c har , Banking , 1 9 8 4 , p .  3 ) . 
D e l inquent l o an data i s  one i nd i c a t o r  o f  the d egree t o  
wh i c h  banks a r e  having c re d i t  p ro b l em s . Me l i c har ( Banking , 
1 9 8 4 , p .  3 )  s t a t e s  tha t o f  the 6 0 5 bank s  a t  wh i c h  de l i n quent 
l o ans e xcee ded c a p i t a l  a t. the be g i nning o f  1 9 8 3 , 5 9  have 
fa i l ed . 
The l ar ge s t  inc re a$e in t he numbe r o f  banks whe re 
de l inquent l o ans e xc e e d c a p i t a l have be en in a g r i cul tura l 
s t a t e s  ( Me l i char , Bank ing , 1 9 84 ,  p .  4 ) . I owa ha s had an 
increa s e  o f  2 5  banks w i th more d e l i n quent l o ans t han c a p i ­
t a l . M i s s ouri , Kan s a s , Nebra s ka , Texas , Co l ora do ,  
Minne s o t a , and Arkan s a s  have a l s o s e en d e l inquent l oa n s  
incre a s e  a t  a gr i cul tura l banks ( App end i x  B ,  Tab l e  6 - 1 ) . 
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Nat ionally , t he re are a bout 4 , 3 00 agricul tura l bank s , 
about 3 0  p e r c ent o f  a ll c o mme rc i al bank s . The s e  4 , 3 00 
banks h o l d  two t h i rd s  o f  the f arm l oans in t he banki ng s y s ­
t e m , even though t he y  hol d  only 6 per c ent o f  the banking 
re s o ur c e s  ( Meli char , F e d . Bulle t in , Jan . 1 9 8 4 , p .  1 0) .  
Loan lo s s e s  a t  the s e  bank s i n  the 1 9 7 0 ' s  were a 
re f l e c t i on o f  the s t rong a g  e c onomy . Loan l o s s  i s  t he an­
nua l p rov i s i on f or l oan l o s s e s  as a p er c en t a ge o f  to t al 
lo ans out s t and ing a s  o f  D e c ember 3 1 . Prov i s i on f or loan 
l o s s e s  ave ra g e d  . 2  per c e n t  o f  out s t and ing loan volume i n  t he 
1 9 7 0 ' s . Thi s i s  we l l  be l ow the l oan l o s s  rat i o  f or o th e r  
bus ine s s e s  in the 1 9 7 0 ' s .  Many o f  t h e  t roubl ed l oan s i n  t h e  
1 9 70 ' s  were re f inanc ed by the FmHA or t hr ough eme r gency 
c red i t  grant e d  by the f ederal gove rnment ( Me l i char , Fed . 
Bull e t in , Jan . 1 9 84 , p . " 1 1 ) .  
T he l oan l o s s r a t i o s  dramat i c a l l y  c hange d dur ing the 
1 9 80 ' s .  I n  1 9 8 1  t he p rovi s i on f or l oan l o s s e s  ha d d oub l e d  
f rom the e ar l i er l ow l evel u p  t o  . 8  p er cent b y  1 9 8 2 . Even 
wi th h e avi er l o an l o s s e s  f ew agr i cul tura l banks were o p e r ­
a t ing a t  a l o s s . T hre e . p e r c en t  o f  the a g r i cul tural banks 
ha d ne g a t ive e arnings  i n  1 9 8 2 . The ma j or i ty o f  ag bank s 
_
made mone y in 1 9 8 2 . S event y-s even p e r c ent a c h i eve d a 1 0  
per c ent or m ore re t urn on e qu i t y . Thi s i s  l e s s  t han the 9 1  
p er c ent that a c h i eve d a 1 0  per c ent or be t t er r e t urn i n  1 9 7 9 , 
bu t Me l i c har ( Fed . Bul l e t in ,  Jan . 1 9 8 4 , p .  1 2 ) s t a t e s tha t 
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77 p er cent o f  the h e althy banks a t t e s t  t o  the market s t rength 
and f inanc i al s oundne s s  o f  agr i c ul tural lend e r s .  
Smaller banks a re the m o s t vulnerable t o  a dver s e  f arm 
l o an exper i enc e ( Barry, Lee,  Dec . 1 9 8 3 , p . . 94 6 ) . Thi s  i s  
due t o  the fac t t ha t s maller banks in p r imar ily agr i cu l tura l 
are a s  re l y  on l oc al marke t s  f or s our c e s  o f  fund s and lend ing 
ac t ivi t i e s . There are t hr e e  majo r  s ourc e s  of  r i s k  f o r  a gr i ­
cultural banks: c re d i t  r i s k ,  co s t  of fund s r i s k  and re gu­
lat o ry r i sk ( Barry, Lee, De c . 1 9 8 3 , p .  946 ) . To mana ge 
c re d i t  r i s k  rura l banks have p r i mar ily re l i ed on p r i c i ng 
poli c i e s and on h o l d ing l i qu i d  re s e rve s . Smaller banks h ave 
le s s  o f  the i r  a s s e t s i n  l oa n s  and l e s s  f inanc i a l  leverage 
than l ar ger bank s ( Barry, Lee,  Dec . 1 9 8 3 , p .  94 7 ) .  
The Farm Cre d i t S y s t e m  i s  als o
.
exRer i enc ing more s i g­
ni f i cant f inanc i a l  s tre s s, i n  p a r t  due t o  th i s  ins t itu t i o n ' s  
lac k o f  l o an d iver s i ty i n  s e c t ors o ther than a gr i cul ture . 
Type s  o f  Agr i c ultura l Lend e r s  
I n  t h e  pa s t  n ine year s t h e  na t i ona l f arm d e b t  ha s mo re 
than d oubl ed , from 1 03 b i l l i on d o l l ars  to 213 bi l l i on d o l ­
l ar s . F i f ty-two p er cent o f  the 213 bi l l i on d o llar d e b t  i s  
re a l  e s t a t e  debt , and 4 7 . 9  p e r cent i s  ·nonrea l e s t a t e  d eb t . 
Banks hold 2 8 . 9  pe r c en t  o f  the d e b t , the Farm Cre d i t  Sy s t e m  
hol d s  2 9 . 8  p er cent and 2 7 . 6  p e r c en t  i s  he ld by ind iv i du a l s  
( Ag F inanc e Dat a book , D e c . 1 9 8 4 , T ab l e  5 4 1 , p .  24 ) .  
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F o r  purpo s e s o f  thi s  t he s i s  t hr e e  t yp e s o f  agr i cul t ura l 
lende r s  are r e v i ewe d . Comme r c i a l  bank s , the Farm Cre d i t  
Sy s t em Lender s ,  and Farmer s  Home Admin i s t ra t i on are t h e  
l ende r s  i d ent i f i ed i n  t h i s the s i s . 
Comme r c i a l B ank s 
Comme r c i al bank s a r e  c o r po r a t i on s  wi th priva t e  c a p i t a l 
s ubs c r i be d  by the s hareho l d er s . Management i s  p rovi de d  by · 
a b oard o f  d i re c t o r s  and exe cu t ive o ff i c er s . A s mall bank 
can have i t s s t o c k  he l d  by a f e w  peop l e in the c ommun i ty, 
whi l e  l ar ger banks s t o c k  i s  he l d  by many inve s t o r s  and may 
be tra d ed in the s t o c k  �xchange ( S chne e b e r ger, O sburn , 1 9 7 7 , 
p .  4 7 ) . A s t a t e  and f ederal r e gul a t o ry proc e s s  exi s t s f o r  
c o mme r c i a l  banks . . Na t i ona l bank s a r e  c har t e re d  b y  the c o m p­
t ro l l er o f  the currenc y. and mus t  b e l ong to the Fede r a l 
Re s e rve Sy s t em and the Federa l D e po s i t  I ns uranc e Co r po ra t i on 
( FD IC ) .  S outh Dako t a  s t a t e  bank s re c e ive the i r  c har t e r  f r om 
the s ta t e  bank ing comm i s s i on and have the op.t i on o f  be l on g­
ing to the Federa l Re s e rve S y s tem and FD IC ( S chne e be r g er, 
O sburn, 1 9 7 7 , p .  4 7 ) .  
Cu s t o me r  d e po s i t s , and c er t i f i c a t e s  o f  d e po s i t  a r e  ma j o r 
s our c e s  o f  fund s f or c o mme r c i a l  banks . A po rt i on o f  the s e  
depo s i t s mu s t  be ke p t  i n  re s erve t o  me e t  d e po s i tors ' w i th­
drawa l s . Fund s no t ke p t  in re s e rve s are i nve s t e d  in 
s e cur i t i e s , suc h  as  U . S .  T re a s ury bond s, s t a t e , coun t y  and 
muni c ip al bond s , and a s  l o an s  t o  bus i ne s s e s  in the l o cal 
co mmuni t i e s  ( S chne e b e r ge r , O sburn , 1 9 7 7 , p .  4 6 ) .  
Comme r c i al bank s i nclud e br anche s o f  a c ha in bank , 
a f f ili at e s  o f  a r e g i onal bank hold ing comp�ny and inde­
p end ent banks . 
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B ranch of a cha i n  bank . I n  S outh Dakot a  t h e  branch o f  
a c ha in bank i s  u s ua lly a f f i l i a t ed w i th a head o f f i c e  i n  one 
of the l arger c i t i e s , Rap i d  C i ty , S ioux F a l l s , or Wa t e r t own, 
a s  e xamp l e s . 
A f f i l i a t e  o f  a regi ona l bank hol d i ng c ompany . Thi s i s  
a bank whose ma j o r i ty o f  s t o c k  i s  o wned by a h o l d i ng cum­
pany . A hol d i ng c ompany may hol d a s i gni f i cant p o r t i o n  o f  
s t oc k  in s eve r a l bank s . Each bank in the h o l d ing c o mp any 
o p era t e s  w i th i t s o wn b oa r d  of d i re c to�s and mana gement . 
The bank can ac t i nd e p endent l y  f rom the h o l d ing comp any on 
s o me mat t e rs , but on s ome o c ca s i ons the h o l d i ng company ma y 
d i c t a t e  the bank ' s p o l i c y  ( S ch ne e be rg er , O sburn , 1 9 7 7 , 
p .  45 ) .  
I ndepe ndent bank . I n  S ou t h  Dakota an i nd e pendent bank 
i s  u sua l l y  l o c a l l y  owned with a s ma l l  group o f  p r i va t e  s hare 
h o l d er s  from wi t h i n  the c ommuni ty . I t  may or may no t be a 
me mber o f  the Federa l Re s e rve and t he FD I C . 
Farm C re d i t S y s t em 
The Farm Cre dit S y s t e m  cons i s t s  o f  Produc t i on C re d i t 
A s s oc i a t i ons ( PCAs ) and F e d e r a l  Land Banks ( FLB s ) .  
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Produc t i on Cred i t  As s o c i a t i on s  ( PCAs ) . The r e  a r e  m o re 
than 400 P CAs w i th 1 5 00 o f f i c e s  in the Uni t e d  S ta t e s , and 
30 o ff i c e s  in S outh Dako t a . PCAs p rovi d e  s hort - t e rm and 
i n t erme d i a t e  t e rm c re d i t  to f arme r s, ranc her s ,  rura l 
re s i dent s ,  a g  re l at e d  bus i ne s s e s, and p roduc ers o f  a qua t i c  
p roduc t s  ( S c hne e berger, O sburn, 1 9 7 7 , p .  4 6 ) .  
C a p i ta l i z a t ion f or PCAs c ome s f rom the borr ower s . An 
a pp rove d borr ower buy s v o t ing s t o c k  in the A s s o c i at i o n  i n  
p roport ion t o  t h e  amount o f  t h e  l o an . Loans wi th the PCA 
have a maximum t erm of s e ven years . Onc e a l oan i s  r e pa i d ,  
membe r s  re t a in s to c k  and u s e  i t  when o b t a ining ano ther-l o an .  
I f  the membe r d o e s  no t b orrow f or t wo years , the · s to c k  i s  
conve r t e d  to  nonvo t ing s t o c k . Thi s  kee p s  c ontro l o f  the P C A  
w i th the a c t ive borr ower s .  PCAs a re c ontr o l l e d by member 
e l e c t e d  boar d s  o f  d i re ctor s . PCAs are c re d i t  c o o p er a t ive s , 
owne d and contro l l ed by membe r s . Loan f und s for t he PCAs 
come from the Federa l I nt e rme d i a t e  Cre d i t  Bank ( F I CB ) . 
F I C B s  p r imary func t i on i s  . t o  p rovi de l oan fund s and sup e r­
vi s o ry a s s i s t anc e t o  t he PCAs ( S chne e b erger , O sburn, 1 9 7 7 , 
p .  4 6 ) . 
Federa l Lank Bank s  ( FLB s ) .  Nat i ona l l y , the re are 12 
FLB s, one in e a c h  o f  t he 1 2  Farm Cre d i t D i s tr ic t s . The 1 2  
FLB s make l ong- t e rm l oans s e cu re d  by f i rs t  l i ens on re a l  
e s t a t e  in rura l are a s  thr ough more than 5 00 lo c a l Feder a l  
Land Bank A s s o c i a t i ons ( FLBA s ) ( S chne e be r ger , O sburn, 1 9 7 7 , 
p . 49 ) .  Th�re are 1 5  l o c a l FLBA s in S outh Dakot a . Loca l  
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FLBAs m ake loans t o  iura l re s i dent s, l e ga l ent i t i e s, farm­
er s ,  r anc her s; farm r e l at e d  bus ine s s e s, and comb ine d 
o p e ra t i on s .  Eac h FLBA i s  a s e para t e l y  chart e r e d  organ i ­
z a t i on op era t in g  unde r  i t s  o wn b y l aws. The y  are c on t roll e d  
by a board o f  d i re c t o r s  e l e c t e d  f r om and b y  t h e  s a l e  o f  
s e cur i t i e s  t o  i nve s t o r s  on the na t i ona l mone y marke t s . 
The s e  s e cur i t i e s  a r e  b a c ked ent i re l y by the mort gage s he l d  
b y  t h e  FLB s and the ne t wort h o f  t h e  FLB s . FLB l o a n s  a r e  
no t i n s ure d or gua rant e e d  b y  the f edera l gove rnment 
( S chne e b er ger, O s burn, 1 9 7 7 , p. 49 ) .  
The Farm Cre d i t S y s.t e m  ( PCA s and FLB As ) i s  no t immune 
to l end ing r i s k s . Cre d i t  r i s k  e x i s t s  on l oans due t o  c u s­
tomer r i s k, co s t  o f  fund s, s e cur i t y  r i s k, and re gul a t o ry 
r i s k  ( Barr y Lee, De c . 1 9 8 3� p .  9 4 8 ) . The Farm C re d i t  Sy s t e m  
( FC S ) i s  p ro h i bi te d f rom mak ing nona gr i cul tura l l o a n s . T h i s 
inc re a s e s  l end ing r is k  b e c au s e  d iver s i f i c a t i on t owar d s  d i f­
f e rent bus ine s s  e n t e r pr i s e s  i s  e l i mina t e d . Comme r c i a l banks 
have t he ab i l i ty to d iver s i fy and s p re a d  ou t the c re d i t r i s k  
among a l l  s e c to r s  o f  the e c onomy . 
At the re g i ona l  l eve l ,  the d i s t r ic t  Federa l Land Bank 
can d ive r s i fy among the d i f f er e n t  t yp e s  o f  agr icul ture 
throughout the re g i on . However, a t  the l o c a l l eve l t he PCA s 
and FLEAs have l i t t l e o p p o r t uni t y  to d ive r s i fy . The FCS  ha s 
re s ponded t o  mo re c re d i t  r i s k  by u s ing exi s t in g  re s e rve s t o  
cove� l o an l o s s e s, b u i l d ing add i t i ona l re s erve s ,  re duc i n g. 
the f inanc i al l ever a ge , and u s ing more d i s c re t i on in lo an 
all o c a t i on s  ( Barry , Lee , D e c . 1 9 8 3 , p .  94 8 ) . 
Farme r s  Home Admin i s trat i on 
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The Farme r s  Home Admin i s trat i on ( FmHA ) is a f ed e ral 
l end ing agen c y  tha t i s  o ve r s e en by the Uni te d S ta t e s  D e p a rt ­
men t  o f  Agr i cul ture . FmHA i s  o f t en c a lled the lender o f  
l a s t re s or t  ( Barr y  Lee , De c . 1 9 8 3 , p .  94 8 ) .  Sup e rv i s ed 
c re d i t  i s  p rovided by the FmHA t o  p roduc e r s  unable t o  g e t  
c re d i t  f rom comme r c i a l  s our ce s . Oper a t ing l oan s , f arm own ­
er s hi p  and emergency l oan s a r e  ava ilabl e a t  t h e  FmHA . Mo s t  
l ender s w i l l  re f e r  p ro s p e c t ive b o rr ower s  t o  t he FmHA i f  the 
l ender f ee l s the b o rrower d o e s not me e t  the c o mme r c i a l  
c re d i t  s tand ard s ( S chnee be r g e r ,  O sburn , 1 9 7 7 , p .  48 ) .  
FmHA loans are e i t h e r  guarant e e d  o r  ins ure d . A 
guarante e d  l oan i s  made and se rv i c ed by a p riva t e  l ende r . 
The FmHA w ill guaran t e e  t he l o an made by the p riva t e  l ende r  
s o  any l o s s i s  l i m i t e d  t o  a s p e c i f i c ,p er cent a g e . A n  
insure d l o an i s  m a d e  and s e rvi c e d  d i re c t ly b y  the FmHA 
( S chne e berger , Os burn , 1 9 7 7 , p .  4 8 ) .  
FmHA loans are gene r a l l y  pr i c e d  to cover the �o s t  o f  
fund s , w i th o ther co s t s  pa i d  by the U . S .  taxpaye r s . FmHA 
fac e s  a muc h h i ghe r c re d i t r i s k ( Barry , Lee , Dec . 1 9 8 3 , p .  
9 5 0 ) . A t  the end o f  f i s c a l  y e ar 1 9 82 ,  24 . 6  percent o f  a l l  
FmHA ac t ive farm b orrowe r s  were de l inquent . A s  o f  March 3 ,  
1 9 8 3� 3 5  per c ent o f  ac t ive b orrower s were delinquent . A 
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re c o rd 8 , 227 farm b o rr o we r s  o f  the FmHA went ou t o f  bus i ne s s  
in f i s c al y ea r · 1 9 82 . O f  that number 1 , 90 9  volunt a r ily 
li qu i dat e d , the r e ma inder were f o r c ed to l i qu i da t e  o r  fac e 
f ore clo s ure ( Ba rry , Lee , De c . 1 9 8 3 , p .  9 5 0. ) .  
The FmHA a t t e mp t s  t o  prov i de l oan s up erv i s i on and f arme r· 
couns e li ng whi c h  many c o mmer c i a l  lender s canno t a f f ord t o  
prov i de ( Barry , Lee , De c . 1 9 8 3 , p .  9 5 0 ) . Con s e quent ly , the 
inc re a s e  i n  FmHA l end i ng ha s r e sul ted i n  ove rworked p er s on­
nel , poo r  l o an s e rv i c ing , and may have c ont r i bute d  to the 
una uthor i z ed use o f  FmHA fund s by s o me b orr ower s . The FmHA 
i s  re s pond ing by a dd ing pe r s onne l , t ra ining program s , and 
more r i gorous l oan docume nt a t i on ( Barr y , Lee , tie c . 1 9 8 3 , p .  
9 5 0 ) . 
An a s s e s s ment o f  l end ing prac t i c e s�and c re d i t  c r i te r ­
ia u se d  by S outh Dako t a  a g r i cultural lender s would he l p  
de f ine and sha p e  e duc a t i ona l p rograms t ha t  woul d g ive 
as s i s t anc e to a g  borr owe r s  in f inanc i a l  p l anning and mana g e ­
men t . 
Agri cul t ura l Lend e r  Surveys 
" T ough ye a r s  ahead ·f or a g , "  i s  the overall c ohc lu s i on 
o f  D r . Sung Won S ohn o f  the Minne a p o l i s  ba s e d  Norwe s t C o r­
po rat i on . Th i s  c onc lu s i on c o me s  f rom r e s ul t s o f  a s urve y 
conduc t e d  by No rwe s t  i n  Apr i l  o f  1 9 84 . S ix hundre d banke r s  
in I owa , Minne s o t a , Montana , North Dakot a , S outh Dako t a  and 
Wi s c ons i n  part i c i p at e d  in the s urve y . Dr . Sung Won S ohn , 
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vi c e  p re s i dent and c h i e f  e c o nomi s t  f or Norwe s t , s a y s  f arm 
inc ome ma y d e c l ine s i gni f i c ant l y  f rom 31 b i l l i on t o  2 5  b i l ­
l i on in 1 9 8 5 . Sohn ( 1 9 8 4 , p .  3 1 ) say s the s urve y shows 5 0  
per c ent o f  p roduc e r s  have no s i gni f i c ant deb t . A t  the o ther 
extreme a r e  the h i ghl y l eve raged o p era t o r s . The s e  o p era t o rs 
�re ' ' in s6me d i f f i cu l ty a s  the i r  earning s f a i l t o  kee p up 
w i th exp en s e s and d e bt s e rv i c e  re qui rement s "  ( Sohn , 1 9 84 , 
p .  3 1 ) .  Norwe s t  banke r s  e xpe c t  5 per c ent o f  f arme rs  t o  
c ea s e  o p erat i o n s  t h i s y e a r .. Three year s a go i t  wa s 1 t o  2 
p e r c ent . S o hn ( 1 9 84 , p .  3 1 ) s a y s  the h i gh l y  l everage d op er­
a t o r  f ac e s  t wo p ro b l e m s : l and p r i c e s  de c l in i ng 3 0  to 40 
p er cent from t h e i r  peak , and c ommod i ty p r i c e s  dropp i ng about 
1 2  per cent f rom the average in t he s urveyed s t a t e s . N e t  
worth i s  d e c l in ing acc o rd i ng t o  t he Nor-we s t  s urve y .  I n  
add i t ion , int ere s t  rat e s  have b e e n  a t  1 4  per cent , whi c h  e a t s 
up c a s h  f l o w  to s e rv i c e  a d e b t . L i qu i dat ion i s  be c o m ing 
more of an o p t i on in the f ac e  o f  ne t worth de c l i ning and 
c a s h  f l o w  pro b l e m s  ( S ohn , 1 9 84 , p .  3 1 ) .  
Sohn ( 1 9 84 , p .  3 1 ) i s  o p t i mi s t i c abou t  the e ff e c t  the s e  
fa c t o r s  wi l l  have on f a rm l end ing . The s urvey re po r t s tha t 
near l y  6 0  perc ent o f  the banke rs exp e c t  l o ans to  inc re a s e  
i n  the next 1 2  mont h s . S ohn ( 1 9 84 , p. 3 1 ) be l i eve s t ha t  
g rowth w i l l  come from inc re a s e d op erat ing ne e d s , whi c h  s t e m  
from t he reb ound i n  c ro p  a c re a ge , a s  we l l  a s  cutba c k s  i n  
lo ans p rov i d ed by o t her l end er s . Weak demand f or f arm 
machinery an d f ac i l i t i e s  loans will s l ow the a gr i c u l tura l 
l oan growth ( S ohn , 1 9 84 , · p .  3 1 ) . 
S outh Dakot a banke r s  were p ar t  of th os e s urve yed . 
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Twenty nine p er c en t  o f  the S outh Dakot a  Norwe s t  banker s  
be l i eve tha t farm inc ome will d ec rea s e  i n  the next y e a r . 
Thi rt y- one p er c ent be l i eve i n c ome will be h i gher , and 4 0  
percen t  be l i eve i t  w i l l b e  c on s t ant . T h i r t y -s even p er c ent 
of Norwe s t  S outh Dakot a  banke r s  b e l i eve t he i r  ove r a ll f arm 
l oan p or t f ol i o qua l i ty wi l l  d e c re a s e  in the next y ear ( S ohn , 
1 9 84 , p .  3 1 ) .  
The Unive r s i ty of M i s s ou r i  Depar tment of Ag Econom i c s 
surv e y  of ag l ende r s  que s t i one d the c ontent o f  the l oan p or t ­
f ol i o ,  the p er cen� age o f  f a rmer s  not qua l i fy ing f or f i nan c ­
ing in 1 9 8 5 , the p er c ent a ge o f  ne w l oans t urned d own i n  t he 
l a s t year , t he p e r c en t a g e  o f  d e l inquent farm l oans , and wha t 
p e rcent age of borr ower s i nc re a s ed , de c re a s e d  or ma inta i ne d  
the i r  d ebt i n  the l a s t  y e a r . Re s ul ts  o f  this s urve y  a re not 
y e t  ava i l ab l e . 
The I owa S ta t e  Extens i on S ervi c e  and I owa C rop and L i ve ­
s t oc k  Re port ing S erv i c e · s urvey a s ked s imil ar que s t i on s . T he 
surve y was t o  d e t e rm i ne wha t p er cent a g e  of borrower s  woul d 
qua l i fy f or l oans ne x t  year , the p er c ent age · re fu sa l ra t e  f o r 
ne w l oans , and the d e l i n quenc y rat e of f arm l oans . Thi s 
s urvey a l s o que s t i oned how the f arm l oan por t f ol i o qua l i t y 
compare s t o  other bus i ne s s  l oans in the bank port f ol i o .  
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A Purdue Univer s i t y s urve y  ( Sherman , 1 9 8 2 ) compare d the 
p er f ormanc e o f · c o o p e r a t ive and p rop r i e tary ins t i tut i onal 
s ourc e s  o f  d ire c t  farm l oans in I nd i ana w i th re s p e c t  to c r i ­
t e r ia o f  int ere s t  t o  f arme r s , lerider s , pol.i c y  maker s ,  and 
s o c i e t y  in gene ral . Comm er c i al bank s , PCAs and F LBAs were 
stirve y e d . I nt e re s t  ra t e s and l o an t erm s were more l iberal a t  
the PCAs and FLBAs . Comme r c i al bank s and FCS lender s d i f ­
f e re d  on p r i mary rea s ons f or l oan d eni a l s  on long and i nt e r ­
me d ia t e  f arm loans . PCA s  a n d  c omme r c i a l  banks were s i mi l ar 
in ju s t i f y ing shor t - te rm l oan deni a l s . Small banks were 
shown t o  have a s t rong e r  c o mm i tment t o  agricul ture t han 
l ar ger l enders . PCAs o ff ered t he commer c i al banks the m o s t  
compet i t i on and FLBAs are i n  a marke t by them s elve s ,  a c c o rd ­
i n g  to the c omme r c i a l  l ende r s  ( She rman ,_ 1 9 8 2 , p .  7 2 ) .  
Ano ther Purdue Univer s i t y  publ i c a t i on ( Baker , Babb , 
S chrader , 1 9 84 ) re por t s  on a s urve y o f  f arme r use s and a t t i ­
tud e s  t o ward sour c e s  o f  agr i cul tura l c re d i t . Farmer s  i n  
I nd i ana , I owa , an d I l l ino i s  were s urveyed in early 1 9 8 1 . 
The purpo s e s  o f  the s t udy were t o  c o mpare farme r s  p er c e p t ­
i ons abou t c oop era t ive and nonco o p erat ive source s o f  
agr i cul tura l c re d i t , t o  g a i n  i ns i ght into re a s ons f or 
chang ing l enders  and e xamine d i f f erenc e s  in p re f erenc e s  f or 
l e nd ers by f arm s t ruc ture c harac t e r i s t i c s  o f  f arme r s ( Bake r , 
Babb , S c hrader , 1 9 8 4 , p .  2 9 ) . 
Surve y re s ul t s s how tha t FLBAs were rat e d  ab ove c omme r­
c i a l  banks w i t h re s p e c t  t o  t h e  c harac t er i s t i c s  farme r s  ra t e d  
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mo s t  h i ghly . I t  a pp ea r s ,  a c c o rd ing to the re port, t ha t  
FLBAs are p er c e ive d a s  do i n g  a be t t e r  j ob i n  r e al e s t a t e  
lend ing than c omme r c i al banks . Comme r c i al banks were r a t e d  
ove r  PCAs in mo s t  are a s, e xc e p t  f or t h e  PCAs lo w ra t e  o f  
intere s t  ( Baker, B abb, S chr ader, 1 9 84, p .  2 9 ) .  Farmer s  
app ear t o  p re f er c omme r c i a l  bank s f or non real e s t a t e  b o r­
rowing ( Baker, Babb, S chrader, 1 9 84 , p .  2 9 ) .  A lower r a t e  
o f  i nt ere s t  i s  the mo s t  i mport ant fac t o r  when f a rmer s c hange 
lend er s . The ove rall c onclu s i on f rom the s urve y i s  t ha t  
commer c i al banks w ill c ont i nue t o  b e  major a g  lend e r s ,  s inc e 
m ore than half the r e s pond ent s s a i d  c omme r c i al banks would 
be the m o s t li kely s ourc e  o f  c re d i t f or all a s s e t s ,  exc e p t  
land . The FLB As a r e  s hown t o  be  the mo s t  p re dom inant lend e r  
in r e al e s t a t e  loan s . 
None o f  the p re v i ou s  s urvey s add re s se d  the mana gement 
i n f o rma t i on ne e d s  o f  the a gr i cultural borrower o r  t he r ole s 
o f  the Coo p era t ive Ext e n s i on S e rv i c e  ( CES ) and o t her i ns t i­
tut i ons in the curr e nt farm c re d i t  s i tuat i on . Lender 
i dent i f i c a t i on of  app r o pr i a t e  p r ogra m s  and d elive r y  me c han ­
i s ms  would as s i s t  publ i G  d e c i s ion makers in a s s i s t ing a gr i ­
cultural p rodu c e r s  und er f inanc i al s t re s s .  Suc h i n f orma t i on 
w ould as s i s t  in d e s i gning e f f e c t ive p io grams and e s tabli s h ing 
pro gramm ing pr i o r i t i e s . 
The Role o f  Ext ens i on 
The Coop era t ive Ext ens i on S e rvi c e  i s  p ar t  o f  a . t r i­
part i t e  m i s s ion o f  land grant univers i t i e s ; t e a c h ing, 
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re s e a r c h , and exte ns i o n  o r  o ut r e a ch ( S chuh , Unive r s i t y , 
1 9 84 ,  p .  3 ) . · r n  a gr i cul ture t h i s  t r i par t i te m i s s i on i s  ful ­
f i l l ed by the Co l l ege o f  Agr i cul ture , the Agr icul tura l 
Exp er i ment S ta t i on , and the C ES . The o r i g ina l conc e p t  o f  the 
l an d  grant i n s t i tut i on s  was to r e ward f a cul ty who c on t r i bu t e d  
t o  the s o l u t ions o f  s o c i e t a l  p ro bl em s . Facul ty w ere no t t o  
be re warded so l e l y f or publ i c a t i ons in s c hol ar l y  pro f e s­
s i ona l j ourna l s  ( S chuh , Unive r s i ty , 1 9 84 , p .  11 ) .  T hi s 
o r i g ina l c onc e p t  h a s  b e e n  l o s t  among the ma j or l and grant 
un ive r s i t i e s . A pp l i e d re s e arch i s  " f rowne d upon , or a t  b e s t  
l oo ked d own upon " ( S chuh , Un iver s i ty , 1 9 84 , p .  4 ) . T od ay , 
the c ri ter ion f or a dvanc ement i s  t he numbe r o f  art i c l e s  o ne 
ha s publ i s he d  in t he p ro f e s s i ona l j ourna l s . Mer i t  p ay ra i s e s  
d o  n o t  mat er i a l i z e unl e s s  the re i s  s i gni f i cant publ i c a t i on 
s uc c e s s , " no mat t e r  h ow t h e y  mi ght c ont r i bute t o  s o c i e t y  by 
he l p i ng to s o l ve i t s p ro bl ems " ( S chuh , Unive r s i t y ,  1 9 8 4 , 
p .  4 )  • . 
Ma j or re s e ar ch and e duc a t i o na l  ins t i tu t i ons are grow­
ing " inc re a s ing l y  i rre l evant " t o  s oc i eta l p ro b l em s ( S chuh , 
Univer s i t y , 1 9 84 , p .  8 ) � S chuh ( Univers i ty ,  1 9 8 4 , p .  8 )  
c i t e s  s p ec i f ic e xamp l e s  o f  univer s i t i e s  f a i l ing t o  a dd re s s  
current prob l ems . He qu e s t i ons wha t i s  be ing done t o a d ­
dre s s  cu rrent p ro b l em s . He que s t i ons wha t i s  be ing done t o  
a dd re s s  the ve ry l arge e c o nomi c  d i s loc a t i ons i n  the Uni t e d 
S t a t e s a s  the e conomy o p e ns i t s e l f  to t he int erna t i ona l 
e c onomy , and wha t i s  be ing done t o  re duc e the i mba l anc e o f  
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e c onom i c  w ealth on t h e  i nt erna t i onal s c ene . S chuh ( Un i v e r ­
s i ty ., 1 9 84 , p .  9 )  s a y s  t he p ro b l em i s  no t l ac k  o f  f und ing t o  
a t t emp t s o l v ing the s e  p r o blem s , b u t  denying the re s p on ­
s i b i l i t i e s t ha t  uni ve r s i t i e s  have in t h i s  · t y p e  o f  p ro b l e m  
s o l vi ng . The s e  ins t i tut i on s  a re f a i l ing to  t a i l o r  t he 
�duc a t i ona l program s  and re s e ar c h  t o  a ra p i dly c han g i ng 
e conomy . 
Co l l ege s o f  agr i c u l ture have a s trong m i s s i on o r i en t a ­
t i on . Link ing re s e a rch , t e a ching and exten s i on w i th t he 
preva iling m i s s i on o f  s e rv i ng agr i cul ture ha s been uni que l y  
succ e s s ful , ' ' T he i rony i �  that  t ha t  s uc c e s s ful venture · i s  
f rowne d upon by our c o l l e a gue s i n  o t her d i s c i p l i ne s a s  no t 
b e ing s c i ent i f i c e�o ugh , and t he f acul t y  are v i ewe d as 
s e c ond -ra t e  b e c au s e  they s o lve t h e  p robl ems o f  s o c i e t y  
ra t her than pu bl i s h  f or the i r  pro f e s s i ona l c o l l eague s "  
( S c huh , Univer s i t y , 1 9 84 , p .  1 2 ) . 
Fut ure c hange and the p a c e  o f  th i s  c hange for a gr i cu l ­
ture and o ther s e c to r s  o f  the wor l d  e conomy re in f or c e  t he 
n e e d  f or a gr icul tura l e c onomi s t s  t o  rema in c l o s e  t o  the 
p a rent d i s c i p l ine of e c onomi c s ( Harl , Dec . 1 9 8 3 , p .  8 4 5 ) . 
More impo rt ant l y ,  a gri c u l tura l e c ono mi c s  i s  deve l o p ing 
" s er i o u s  s c hi s ms , w i th s e gmen t s of the p ro f e s s i on t urning 
inward wi th d imin i s h ed c onc e rn a bout rea l wor l d  probl em s , 
whi l e  o the r s  are t urning inward w i th d imini s he d  int e re s t  i n  
ma inta in ing s t r ong and v i t a l  l inkage s t o  e conomi c s  and o t her 
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are a s  of  s t r on g  s upp o r t  f o r  a g r i cultural e cono m i c s "  ( Harl , 
De c . 1 9 8 3, p .  8 4 6 ) . Tho s e  a g  e conom i s t s  who w i thdraw f ro m  
re al world p ro blem s run t h e  r i sk o f  o p erat ing the Ed s els o f  
the int e lle c tua l world ( Harl , De c . 1 9 8 3, p .  8 46 ) . 
Kee p i ng in t ouch w i th re ali t y  by li s t ening t o  p eople 
w ill be a key t o  s uc c e s s fully addre s s ing current p ro bl em s  
w i th the the o ry and knowledge o f  agr i c ultural e conom i s t s  
( Kolme r , De c . 1 9 7 5, p .  7 7 9 ) . Li s t ening t o  poli t i cal lead­
er s , f arme r s , ag bu s ine s s  leader s , con s ume r s , env i ron­
men tali s t s  and othe r prof e s s i ona l s  i s  e s s ent i a l  to l earni ng 
how ag r i cul tura l economi � t s  c an be use ful .  Thi s l i s t e n i ng 
w ill help the pro f e s s i on avo i d  the po s s i b ili ty o f  " d eve l o p­
ing a p ro fe s s i ona l .  p o s ture tha t ha s li tt l e  relat i on s h i p  t o  
the ve r y  s i gni f i c ant p r� bl em s  t h a t  the a gr i cul tural i ndu s t ry 
mus t  c o p e  w i th dur ing the n ext d e c a de " ( Ko l me r , Dec . 1 9 7 5, 
p .  7 7 9 ) . 
I n  a dd i t i on t o  d e velo p i ng s o ph i s t i c a t e d  and va luable 
re s e ar c h  t e chni que s t h a t  p rov i d e  a wea l th o f  i n f ormat i on , 
the a g  e cono m i s t  mus t  be a b l e t o  p re s ent th i s  i nf orma t i on 
in a manne r tha t i s  und e r s tandab l e  and u sable t o  a p o t e n t i a l  
u s er . The a g  e c onom i s t  ha s t h e  exp er t i s e , but the p r o f e s ­
s i on mu s t  i mprove the me t h od s  o f  tran s m i t t ing th i s  i nf orm a­
t i on t o  the cli en te l e  and mana ger s ( Ko l me r , Dec . 1 9 7 5, p .  
7 7 9 ) .  
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The p ro f e s s i on mus t  s e e k  w ay s  t o  extend the f ind ing o f  
our r e s e ar ch int o t he p oli c y  d eba t e . I f  thi s  i s  not d one 
the pro f e s s i on ha s f a ile d  i n  i ts o bli gat i on to s o c i e t y . The 
e f f or t  mus t  be  made to be  u s e ful to p eople i n  a very ra p i d ­
ly chan g ing w o rld ( Kolme r , De c . 1 9 7 5 , p .  7 8 0 ) . 
I f  the p r o f e s s i on i s  t o  be  u s e ful in �o c i e t y , then t he 
C E S  will extend i t s c l i ent ele be yond the farm popula t i on . 
Public 
.
re s pons e t o  i s s ue s  s uc h  a s  wat e r  and land u s e , publi c 
tran s porta t i on , and t he env i ronment will c ha llenge t he 
exte n s i on e c onomic s  p rog�ams ( Woe s t e , Dec . 1 9 8 2 , p .  8 7 6 ) . 
The d i ff icult t a s k  i s  knowing h ow to r e a c h  the new cli en t ele 
the s e  i s s ue s  c re a t e . Woe s t e  ( De c . 1 9 8 2 , p .  8 7 6 ) s ugg e s t s  
us ing exi s t ing c h�nn els o f  i nf orma t ion and s ource s o f  i n f o r ­
mat i o n  t h e  cli ent ele f eel are c re d ible . The C ES mus t a ls o  
help o thers  re c o gni z e  t h e  nee d  f or an i dea o r  conc e p t  o f  
program . The p rogram mus t  be  s old to the cli en t ele w i t h  a 
le g i t ima t e  demons t ra t i on o f  nee d and p er t in�nc e ( Woe s t e , 
De c . 1 9 8 2 , p .  8 7 8 ) . 
The future o f  the C ES i s  t i ed d i re c t ly t o  the p r o blem s 
fac ing s oc i e t y  t oday . The CES mus t  put e c onom i c s . a t  the c u t ­
t i ng edge o f  exper i enc e and apply i t  to  p eople ' s ne e d s  o f  
s o lving mult i f a c e t e d  re s ource p roblem s ( Wallac e ,  Dec . 1 9 8 2 , 
p .  8 7 9 ) . 
The exten s i on p ro grams de s i gne d by agricultura l e c ono­
m i s t s  mus t  be able t o  a d jus t t o  c hange s in a gr i culture 
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produc t ion , marke t ing , c on s ume r s , rural c o mmuni t i e s , and 
communi t y  leader s ( Hild r e t h , Armbru s t e r , Dec . 1 9 8 1 , p .  8 5 6 ) . 
Exten s i on i s  the link be tween re s e a r ch and the u s e r s  o f  
knowle d ge : "The ext en s i on p ro fe s s i onal thus ne e d s  t o  be  
ab l e  t o  adap t the ne w knowledge develo p ed by re s e a r c h  to  the 
educa t i onal ne e d s  o f  the us e r , as  well as  communi c a t e  t h e  
nee d s  o f  the u s e r  f o r  ne w k nowledge t o  the re s e ar che r "  
( Hildre t h , Armbru s t e r , D e c . 1 9 8 1 , p .  8 5 7 ) .  
The c ount y agent w i ll c on t inue t o  be the ma in l i nk in 
the extens i on c ha in a s  the C ES expand s to s e rve a more d i ­
ver s e  cli ent e l e . New t � chnolo g i c a l d evelo pment s i n  
ele c t r onic c o mmuni c a t i on , i nd iv i dua l i z e d  learning , and d a t a  
s t o rage w i ll a l l ow the c ount y  agent t o  expand the ab ili t y  
o f  the a g ent t o  a s s i s t t h e  c omme r c i a l  f arme r  w i th more c om ­
plex and sophi s t i c a t ed d a t a  ( Brown , Dec . 1 9 8 1 , p .  8 6 2 ) . 
Ext ens i on i s  no t the only s our c e  o f  agr icul tura l i n f o r­
ma t i on ava i l ab l e  t o  f a rme r s . Exten s i on mus t  c ons i de r  i t s  
s t reng t h s  and make a d j u s t ment s t o  ens ure a h i gh qua l i ty 
re l evant p rogram. Brown ( De c . 1 9 8 1 , p .  8 6 2 ) empha s i z e s , 
"Thi s c o ul d  me an dropp ing s ome p ro gra ms compl e t e ly , t e a mi n g  
u p  w i th priva t e  bu s i ne s s  t o  f ind s uf f i c i ent re s ourc e s  t o  
i mpac t on a p robl em . "  
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Da t a  Ba s e  Re qu i remen t s  
What s t ra te g i e s s hould C ES u s e  i n  e duca t ional p r ogram­
m ing dur ing f inanc ial s t re s s  in a gr i cul ture ? In a De c embe r  
1 9 8 4  re port f o r  t h e  Ext ens i on C omm i t t e e  o ri  Organ i z a t i on and 
Poli c y , Bolen and Luc a s  ( 1 9 84 , p. 1 2 ) outline d a data ba s e  
ne c e s s ary to a s s i s t  f i nanc i ally s tre s s e d  p ro duc e r s  w i th 
improving the i r  pro f i t ab i l i ty. The c omm i t t e e  li s t s  t h e  
f ollowing a s  i mportant o p e ra t ing de c i s i ons : 
Survival. About o ne f i f t h o f  U. S .  farme r s  w ill be j u s t  
try ing t o  s urvi ve in t he s hort - t erm. Tho s e  w i th a d e b t  t o  
a s s e t  ra t i o o f  4 0  p e r c en� o r  more will mo s t  li kely have 
t r ouble me e t ing ca s h  flow re qu i rement s .  E i ght p er c en t  o f  
U . S .  farme rs have .a d e b t  t o  a s s e t  r a t i o  o f  more than 7 0  
p er c ent. The s e  produc e! s w ill no t be able t o  me e t  e i ther 
int ere s t  o r  p r inc i ple p ayment s when due . Many o f  the s e  will 
be vulnerable t o  f ore c lo s ure . 
, Debt management . Real i n t e re s t  r a t e s  are h i gh and 
re turns on a g r i culture a re low .  Currently ove r 4 3 6 , 00 0  farm 
un i t s  have a debt t o  a s s e t  rat i o  o f  more than 40 p e r c ent .  
As s e t  re duc t ion may be t he only me ans to i mprove d e b t  man ­
agement c a pa c i ty . 
Ope rat ing e f f i c i e ncy. Op t i mi z ing ne t r e t urns and no t 
ne c e s s ar ily inc re a s ing produc t ion s hould be the f o c al p o i n t  
for p roduc er s . Produc t i on whe re exp e c t e d  mar g inal c o s t s  
e quals expe c te d  marg inal re t urns w ill o p t i mi z e the o p e r­
at i on .  Unne c e s s ary expens e s  mus t  c ont inually be cu t .  
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Ri sk management . Curr ent t i ght p ro f i t mar g in s, l o w  com­
mod i t y p r i c e s  and inc r e a s ing debt make r i s k  mana geme n t  v e ry 
d i f f i cul t and i mpo r t ant . A gr i cultura l p roduc ers  are in­
c re a s in gly inc orpora t i ng r i s k  management s t r a t e g i e s  i nt o  
f inanc i a l, p ro duc t i on, and marke t ing de c i s i ons . 
Marke t i ng .  Marke t ing w i l l  be a key e l ement t o  s urvi va l 
and p ro f i tab i l i ty .  Forward c ont rac t ing, hedg ing and c o mm o d­
i t y op t i ons marke t s  w i ll d e s erve c on s i dera t i on .  
Ext ens i on Programm ing Ob j e c t ive s 
Bo l en and Luc a s  ( 1 9 84 , p .  1 3 ) beli eve the C ES s h oul d 
re s pond in t he f o l l owin� f a s h i on t o  t he above c i te d  
p r o b l em s . 
I nt erd i s c ipl {nary sys t em s  approach . The C ES mus t  p ro­
vi de d a t a  ba s e s  and a s s i s t  in deve l6p ing agr i cul tura l 
produc t i on s y s t e m s  t h a t a re re a l i s t ic and e cono m i c a l l y  
f ea s i bl e . Mul t i d i s c i p l ina ry s pec i ali s t s  s hould be u s e d  t o  
eva lua t e  i nt erre l at i on s hi p s  o f  ag produc t ion f a c t o r s  a nd 
ana l y z e  the ou t c ome o f  d i f f erent d ec i s i on op t i ons . 
I nc re a s e  e c onom i c  e f f i c i ency educ a t i ona l program s . 
Educ a t i ona l p ro grams s hould be e mpha s i z e d  tha t  w i l l  t e a c h  
ana l y s i s  o f  f arm re c ord s t o  he l p  p rod�c ers i dent i fy p r o f i t­
ab le o p t i ons . The C E S  c an he l p  ill u s t ra t e  the re lat i on s h i p  
be t ween produc t ion d e c i s i ons,  f i nanc i a l  mana gement, r i s k  
mana gement and marke t ing a l t e rna t ive s . Produc er s mus t 
unders t and the s e  rela t i ons h i p s  and the i mpac t t he y  have on 
pro f i tab il i ty . 
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I nc rea s e  empha s i s  on f a rm and family f i nanc i al manage ­
ment. P rodu c e r s  mus t und e r s t and the impo r t anc e o f  i n t e r e s t  
expen s e  and how m ana g ing int e r e s t  expen s e  w ill d e t erm ine 
future pro f i tab ili t y . 
I nc rea s e  unde r s t and i ng o f  r i s k  management . Produc e r s 
mus t  know the c a pabili ty o f  the i r  uni t t o  handle unc er ­
ta inty . CES programs c a n  t e a c h  f arme r s  h ow t o  re duc e r i sk 
by int e g ra t ing produc t i on r i sk ,  marke t  r i s k , and f inanc i al 
r i s k s  in de c i s i ons whi ch re s ul t i n  grea t e s t  mana geme n t  o b­
j e c t ive s w i th ac c e p table r i s k . 
I nc re a s e  awarene s s  o f  f am i ly and farm pe r s onal s t re s s . 
The C ES progra m s  c an help o p era t o r s  i d �nt i fy s t re s s o r s  
a f f ec t ing them and how they c an c on t r i bute t o  ind ivi dua l and 
fami l y  d s yfunc t iona l behav i o r . 
Ext ens ion Delive ry Mechan i s m s 
To a c compl i s h the s e  o b j e c t i ve s j u s t  c i te d  a s  re s pons e s  
to t he a f ore ment i one d p�oblems fac i ng produc ers , the CES can 
use the f oll owing de l ive ry me c han i s ms , ac c ord ing to B o l en 
and Luc a s  ( 1 9 8 4 , p .  1 4 ) . 
Sys t em s approach . The CES can de s i gn p ro grams t h a t  
ut ili ze s eve ral d i ff er ent t yp e s  o f  spe c i ali s t s  who s e  exp er ­
t i s e re s ul t s  i n  c a r e ful analy s i s  and i nf orme d d e c i s i on s f o r  
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produc ers . T he I owa C ES a t t em p t s t�  mobi l i ze rural c o mmun­
i ty l eader s by u s i ng a s y s t e m s  a pp roa c h . Extens i on 
s p e c i a l i s t s  in a g  e c onom i c s , human deve lopment and rura l 
d eve l o p ment are ut i l i zed . 
I n- d epth w ork shops .  Workshop s are a me thod o l ogy tha t 
would u t i l i ze the s y s t e m s  approach t o  a c hi eve a p p rop r i a t e  
int e grat i on o f  the fac t or s  o f  p roduc t ion . Economic  e f f i c i ­
ency , marke t ing , f inanc i a l  mana gement and r i s k  ana ly s i s  w i l l  
be l �nke d t o  i nd iv i dua l f a rm and ranc h dec i s i on making . Man ­
agement s k i l l s  i n  the s e  a r e a s w i l l  be ne c e s s ar y  t o  he l p  
en s ure a gr i cul ture pro f i �a b i l i ty in the future , the s e  s ki l l s  
can be t a ught in t he works hop s .  The S outh Dako t a  CES con­
duc t s  work shop s on marke t ing and f arm budge t ing . The s e  
marke t irtg works hop s have been o f f ered � inc e the 1 9 7 0 ' s  and 
farm budge t i ng work sho p s  have been o f f ere d s inc e the 1 9 6 0 ' s .  
Severa l o the r s t a t e s  a l s o c onduc t s i m i l ar workshop s .  
, C ompu t e r  ana lys i s . T he CES can p rov i de an o p p o r t uni t y  
for m i c roc omputer ana l y s i s  t o  revi ew a l terna t ive s f or f arm 
fam i l i e s . S ta t e  and reg i ona l d a t a  bank s woul d a l l o w m i c ro ­
compu t e r  a c c e s s  and ana l y s i s . Produc ers  w i l l  be a b l e  t o  
manage l arge amount s o f  d a t a  and ana l y z e  produc t i on a l te r ­
na t ive s through the inc re a s e d u s e  o f  c o mput er i z ed f arm 
mana gement mode l s  f or de c i s i on mak ing . F I NPAC i s  a m i c ro ­
co mpu t e r  pac kage f or f inanc i a l  ana l y s i s  t ha t  wa s d eve l op e d  
by Minne s o ta and u t i l i zed by I owa , Kan s a s ,  M i s s i s s i p p i , 
Nebra s ka , and W i s cons i n . S ou t h  Dako t a  C ES u t i l i ze s  t he 
AgN e t  c o mput er ne t work o ff e r e d  by Nebra s ka . Fort y - s e ve n  
othe r s ta t e s  u se AgNe t , i nc l ud ing s ix Canad ian p rovi nc e s , 
and e i ght f ore i gn coun t r i e s . 
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One - on- one c oun s e l i ng .  Thi s i s  an impo r t an t  me t hodo l ­
ogy du e t o  the uni qu e  na t ur e  o f  e a c h produc e r . Howeve r , 
l i mi te d  fund s w i l l  me an that m ore t ime and c o s t e ff e c t iv e  
a pp roac he s  s h ou l d  b e  u s e d  t o  rea c h  a s i gni f i c ant p o r t i on o f  
tho s e  in f inanc i a l  s tre s s . One e xamp l e  c i te d  by Bol en and 
Luc a s ( 1 9 8 4 , p .  1 5 ) is  a f inanc i a l  mana gement e duc a t i on 
p ro gram tha t i s  t a r g e t e� t o  f arm coup l e s . Thi s inc lud e s  2 0  
hour s o f  in-de p th w o rk s h o p s . Workshop o b j e c t ive s a r e  t o  
t e ac h  ba s i c p r inc i p l e s  o f  p ra c t i c a l  f inanc i a l  mana g emen t , 
t o  a c qu a in t  c oup l e s w i th t he i n f o rmat ion nee ded t o  ana l y z e  
the i r  op erat ion , and to  a s s i s t  c oup l e s i n  gathe r in g  and 
organi z ing data for inpu t i n t o  a compu t e r  m ode l . Thi s 
p ro gram inc lud e s  1 4  hours o f  i nd iv i dua l f o l l ow-up . Thi s  
re port s t a t e s  th i s  t yp e  o f  p ro gram i s  c o s t l y  and t ime � on ­
s uming . The f ea s i bi l i ty o f  th i s  t yp e  o f  p ro gram , a long w i th 
one -on- one c oun s e l ing , w i l l  d e p end on ava i l ab l e f i nanc i a l  
re s ou rc e s . T he North Dako t a  Depar t ment o f  Agr i c ul ture , 
Nor th Dakota S ta te Uni ver s i ty , and the North Dakot a  
Farm e r s  Home Admin i s tr a t i on c onduc t one -on-one c o uns e l ing . 
Nebra s ka , M inne s o t a  and I owa u t i l i z e s  c ouns e l ing in c on ­
junc t i on w i th t he c omput e r  a s s i s t anc e p rov i ded . The S outh 
Dakot a Depar t ment o f  Agr i cu l ture c o�duc t s  one -on-one c oun­
se l ing f or f inanc i a l l y  s t re s s e d  p roduc er s . 
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Improvi ng l inkage w i t h re s e arch . The C ES mus t  know 
produc e r s  ne e d s  in o rd e r  to g ive p er t inent d ire c t i on t o  
appl i ed re s e a r ch . Coo p e ra t i on b e t ween the C ES and a gr i ­
cu l tura l re s e a r ch d iv i s i on s  o f  the l and grant c o l l ege s w i l l  
b e  i mportant for re s earch and t e s t ing . 
Deve l op i ng a c l o s e  w o rk i ng r e l a t i onship w i th i ndu s t ry 
and f i nanc i a l  communi ty .  The C ES s h ould ma int a in a c l o s e  
w o rking re l at i on s h ip w i t h t he indu s try and p r iva t e  s e c to r . 
Thi s  r e l a t ion s h i p  c an y i .e l d  input and re c ommenda t i on s  t o  
the C ES abou t e duc a t i o na l  p rograms . A g r i cul tura l l ende r s  
are key part i c i p an t s i n  he l p ing farme r s  i mprove p ro f i t a b i l ­
i ty . The CES shoul d p �ov id e  t ra in ing �nd educa t i ona l 
pro grams t o  l ender s , agri bus ine s s  p er s onne l , and agr i cu l tura l 
c o n s ul tant s .  The p r i va t e  s e c to r  c a n  be a key l i nk t o  t h e  
d e l ive ry o f  C ES pr ogra ms . Tho s e  i n  t h e  p r iva t e  s e c t o r  woul d 
be ab l e  to  u se t he i n f orma t i on f rom the s e  e duc a t i ona l 
program s t o  d i re c t l y a s s i s t  the i r  p r iva t e  agr icul tura l 
cu s tomer . 
The s i s  Hypo the s e s  
The f o l l o w ing conc e p tua l hypo the s e s  were f ormul at e d  
f rom the the s i s  o b j e c t ive s ( Cha p ter I )  a f ter rev i ew o f  the 
l i t e r a t ive ( Chap te r  I I ) .  
1 .  The nul l hyp o the s i s  i s  t ha t t he t ra d i t i ona l l and 
g rant univer s i ty empha s i s  o n  i mp roving produc t ion s k i l l s 
s h ould be c ont inue d . The a l t e rna t e  hypo the s i s  i s  t h a t  
f inanc i a l  p l anning and /o r  m a rke t ing s k i l l s  have be come 
paramount f o r  f arm and ranch s urviva l , and tha t  more 
empha s i s  s houl d be d i re c t l y toward th i s  a r e a . 
2 .  T he nul l  hypo t he s i s  i s  tha t l ender s and the p r i -
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vat e  s e c to r , through priva t e f arm mana geme nt and c ouns e l i ng 
f i rm s , shoul d t ake p r i mary re s pons i b i l i t y f or a s s i s t ing 
a g r i cul tura l p rodu c e r s  in c o p ing w i th the current a g r i c u l ­
tura l f i nanc i a l  c r i s i s . The a l t e rna t e  hypothe s i s  i s  t ha t  
th e CES should p l ay a " s tr ong and c ruc i a l  ro l e  i n  a s s i s t in g  
agr i cul tura l p roduc er s and rura l c ommuni t i e s i n  c o p ing w i th 
the c urrent a gr i cu l tura l f i nanc i a l  c r i s i s " ( Hoop s , Ag T a s k  
Force , O c t . 1 2 , 1 9 84 , p .  2 ) . 
3 .  The nul l . hyp o t he s i s  i s  t h a t  one - on-one c o uns e l i ng 
of  ind ividua l f inanc i a l l y  s t r e s s e d  p roduc e r s  by the CES wi l l  
b e  t he mos t e f f e c t ive me thod o l o gy f or program de l ive ry . T he 
a l te rna t e  hypo the s i s i s  that  the CES shou l d  conduc t wo rk­
shop s to i mprove mana gement s k i l l s  o f  f inanc i a l l y . s t r e s s e d  
b o rr ower s f or e ff e c t ive p r ogram de l ive ry . 
4 .  The nul l hypo the s i s i s  that farm and ran c h  wive s 
should no t ne c e s s a r i l y  be t arge t ed w i th t he CES program . 
The a l te rna t e  hypothe s i s  i s  tha t w ive s s h ou l d  be s t r ong l y  
encoura ged t o  a t t end f inanc i a l  workshop s . 
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5 .  The nul l hypo the s i s  i s  tha t  m os t f arme r s  u s e  
re cord s for t a x  pur po s e s  a n d  t he re c o rd s  a r e  ina d e qu a t e f or 
farm p ro duc t i on mana geme n t  and f i nanc i a l  p l anning . The 
a l terna t e  hypo t he s i s  i s  t ha t  re c o r d s  are
. 
a d e qu a t e  f o r  f arm 
management and f inanc e . 
The s e  hypo t he s e s  w i l l be d i s cu s s e d  and ana l y z e d  w i t h  
the s urve y re s ul t s da t a  i n  C ha p t er I V . 
C HAPTER I I I  . 
SURVEY DES I G N  AND S TAT I ST I CAL 
METHODOLOGY 
The s urve y ( App end i x  A )  i s  d e s i gne d to f ac i l i t a t e  t h e  
ful f i l l ment o f  th e t he s i s o bj e c t ive s . 
1 .  Determine t he l e ve l  o f  f i nanc i a l  s t re s s  among S ou t h  
Dakot a . a g r i c ul tura l p r oduc e r s  b y  homogene o u s  re g i on and 
l ender ( Que s t i on 2 4 ) .  
2 .  Ident i fy l e nd er p r i or i t i e s  f or s ki l l i mprovement 
and p rogram de l ivery in a g r i cu l tura l f inanc i a l  mana gement 
educ a t i ona l programs ( Que s t i on s  1 ,  4 ,  5 ,  6 ,  and 8 ) . 
3 .  D e t e rm ine l end er s upport for the S outh Dako t a  
S ta t e  Univer s i ty C oo p erat ive Ext ens i on S ervi c e  ( CES ) e du ­
ca t i ona l e f f ort s i n  f a rm f inanc i a l  management ( Que s t i on 3 ) . 
4 .  Det erm ine fu t ure i mpl i c a t i ons f or the S outh Dako t a  
S ta t e  Unive r s i ty C ES in t he c ha n g in g  envi ronment o f  agr i cu l ­
tura l f i nanc e ( Que s t ions 3 and 4 ) . 
I n  a dd i t i on t o  d e t e rm in in g  the rol e o f  the C ES and t h e  
l eve l o f  f inanc i a l  s t re s s , the s urvey at t emp t s  t o · i dent i fy 
the f i nanc i a l  warn ing s i gna l s  and c r i te r ia i n  t he f inanc i a l  
mana gement o f  agr i cu l tura l l oans . The s urve y  a l s o  a t t em p t s  
to d e t e rm ine t he l oan p r i c i ng p a t t e rn s  o f  l end ers  by geo ­
graphi c a l re g i on and t yp e  o f  l ender . 
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Thi s t h e s i s  focuse s o n  t he s e gment of the s urvey tha t 
as s e s s e s  the r o l e o f  the C E S  in the a gr icul tura l c re d i t s i t ­
ua t io n . 
S urvey De s i gn and Cons t ruc t i on 
I d ea l l y  a re s e a rche r want s t o  s tudy an ent i re p opul a ­
t i on when c onduc t ing a s urvey ( B l ank , pp . 5 7 , 5 8 ) .  S tudy ing 
an ent i re c en s u s , by d e f in i t i on , invo l ve s  no samp l ing e r r o r . 
The t o ta l  number o f  ag r i cul tura l l end ers in S outh Dako t a  d i d  
no t p re c lud e  the p o s s i b i l i t y o f  surve y ing the ent i re c en s u s . 
Thi s s urve y  ( App end i x  A )  w a s  c ons t ruc t e d  in a m anner 
to  e s tab l i sh r e s e a rch and s urvey l eg i t imacy w i th a w e l l ­
w r i t t en c ove r l e t t er t o  a c c ompany the s urve y .  A l s o  i n c l ud ed 
were an a dvanc e i n troduc t ory l e t t e r  ma � l e d seven day s p r i or 
t o  t h e  s urve y , and a r e m ind e r  c a rd ma i l ed seven d ay s  a f t e r  
the s urvey . Re s ponden t s were a l s o i n f o rme d o f  the re s pon s e  
dead l i ne for i nc l u s i on in t h e  s urve y  re s ul t s . Que s t i ons 
were a l s o a s ked in a l o g i c a l  o rder tha t woul d e s t a b l i s h t he 
c re d ib i l i ty and kno w l e dge o f  the s urve y  auth or s , and u s e fu l ­
ne s s  o f  the s urve y re s ul t s , t o  the re s pondent . 
De s i gn o f  the s urvey i s  s uc h  tha t c ompl e t i on o f  the 
s urve y is  f ac i l i t a t e d  i n  a s ho r t , rea s onab l e  t i me f rame , 2 0  
t o  3 0  minute s .  The l ayout and p hy s i c a l a pp earanc e o f  the 
surve y  would a f f e c t  a r e s p ondent ' s  w i l l ingne s s  t o  c o mp l e t e 
the s urve y ( B l ank , p .  1 3 1 ) . Con s e quen t l y , th i s  s urve y  i s . 
de s i gned to be e a s i l y  unders t oo d  and _
e a s y  to  c ompLe t e . 
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Pre t e s t ing a s urvey i s  an i mpo!t ant s t e p i n  t he s urve y  
compl e t i on . Thi s a l l ow s  f o r  i dent i f i ca t i on and c o rr e c t i on o f  
f l aw s  by re s pond ent s  s im i l ar t o  t he a c t ua l  s urve y  re s p ondent s 
( Bl an k , p .  1 4 1 ) . Two a g  l oan o ff ic er s  f r
.
o m  t wo l o c a l 
B rooking s banks p er f ormed the p re t e s t  for th i s  s urve y . Both 
re s pondent s t o ok a pp r o x i ma t e l y  2 0  to 25  minute s  f or 
comp l e t ion and mad e  s e vera l c omment s  on the word ing o f  one 
or t wo que s t i on s . T he p r e t e s t  a l s o i dent i f i ed unne c e s s ar i l y  
s ens i t ive que s t ions . T h i s t y p e  o f  p re t e s t  was ver y  bene f i c ­
i a l  i n  a s s ur ing the re s e ar che r s  an unb i a s e d  and e a s y  to  
und ers t and survey . The p r e t e s t  a l s o  d e t e rm ine d tha t the 
i n f orma t ion d e s i red by the re s ea rche r s  was gathe red by the 
s urvey d e s i gn and . que s t i ons . 
Survey Popul a t i on 
A t o t a l o f  3 4 6  survey s  were ma i l e d on Novemb e r  1 ,  1 9 8 4 , 
to the f o l l ow ing agricul tura l l end ers : 
1 )  2 6 1  c o mmer c i a l  banks 
2 )  3 0  Produc t i on C re d i t  A s s oc i a t i ons ( PCAs ) 
3 )  1 5  Federa l Land B ank A s s oc i at i ons ( FLBA s ) 
4 )  40 Farm and H ome Admin i s t ra t i on o f f i c e r s  ( FmHA ) . 
The l enders  re t urne d 1 84 c omp l e t e d  surve y s , f or a 5 3 . 2  
p e r c ent re s pon s e  ra t e . An ana l y s i s  o f  re s pons e s  by l end er 
and re g i on was c onduc t ed . For purpo s e s  o f  our s urve y , t he 
s t a t e  o f  S ou t h  Dako t a  w a s  divi ded i n t o  three r e g i ons , no r�h­
e s t , southea s t , and we s t . The re g i ona l d iv i s i on i s  ba s ed 
upon homogene ou s a gr icul tura l and g�o gra phi c a l c hara c t e r ­
i s t i c s  ( F i gure 3 - 1 ) . The northe a s t  a r e a  o f  the s t a t e  
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typi f i e s  the northern s ma l l  gra ins r e g i on of the upp er 
m i dwe s t .  The s ou thea s t  a re a  o f  the s ta t e
.
t yp i f i e s c o rn­
be l t  a gr ic ul ture . The we s t ern whe a t  and range l and a r e a  o f  
the s t a t e  t yp i f i e s  a gr i cu l ture o f  the we s t ern gre a t  p l a i n s . 
As a re s ul t , th i s  s urve y uni que l y  ind ica t e s  d i f f e r -
enc e s  due to re g iona l ent erpr i s e s  a n d  agr icul tura l 
s truc ture d i f f erenc e s . 
The re s pons e ra t e s , by l end e r , by re g i on , and by 
l end er in a re g i on are l i s t e d  in Tab l e  3 - l . 
Tab l e 3 - l . Re s pofl: s e  Rat e s . 
By Lender 
Ob s .  N % 
Banks 12 3 2 61 47 . 1  
Farm Cr e d i t  S ervi ce 3 3  45 7 3 . 3  
FmHA 2 8  40 · 7 0 . 0  
By Reg i on 
Ob s . N % 
Nor thea s t 70 1 35 51. 6 
S outhea s t 7 4  1 3 3  55. 6 
We s t  40 78 51. 3 
By Lender and Re g i on 
Banks Fa; FmHA 
Ob s .  N % Ob s . N % Ob s .  N % 
Nor thea s t  44 99 44.4 14 17 32.3 12 19 63.2 
S ou the a s t 56 108 51 . 9  10 15 66.7 8 10 80 . 0  
Wes t  23 54 42.6 9 13 69.2 8 11 ' 72 . 7 
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S t a t i s t i ca l  Me thodo l ogy 
The S ta t i s t i c a l  Ana l y s i s  Sy s t em ( SAS ) program i s  u s e d  
t o  p er f orm t he s t a t i s t i c a l  ana l y s i s . Thi s SAS pro gram u s e s 
a Gene r a l Line a r  Mod e l  ( GLM ) to  p er form the ana l y s i s  o f  var ­
i anc e t e s t  ( SAS , 1 9 8 2 , p .  1 40 ) . GLM i s  u s e d  i f  the d a t a  d o  
no t f i t  i n t o  a ba l anc ed d e s i gn .  Subgroup s o f  the s urve y 
dat a have d i f f erent numb e r s  o f  obs erva t ion s , whi c h  d e t er ­
m ine s u s e  o f  the GLM ana l y s i s  o f  var i anc e . The GLM ana l y s i s  
o f  va r i anc e i s  u s e d  t o  d e t erm ine s i gni f i c ant d i f f erenc e s  
be t ween the m e ans o f  l ende r s , me ans o f  r e g i ons and i nt e r­
ac t ion o f  l ender and re g i on . 
The GLM proc edure a l s o y i e l d s  a Wa l l er Dunc an K ra t i o 
T te s t  ( WD ) . T h i s s t a t i s t i c a l  t e s t  ana l y z e s  mul t i p l e c o m­
par i s ons o f  means b y  min i m i z ing the Baye s r i s k  under add i ­
t i ve lo s s , rather than c on t ro l l ing the t yp e  1 err o r  ra t e s 
( SAS ,  1 9 8 2 , p. 1 74 ) . The WD t e s t  a l l o w s  for a vi s ua l  re p r e ­
sent a t ion o f  wh i c h  v ar i ab l e  me ans are s i gni f i c ant l y  d i f f er ­
ent from o ther va r i abl e me an s . 
CHAPTER I V  
RES ULTS OF THE S URVEY 
S even que s t i on s  on the s urve y  d e s c r i be the l eve l o f  
f inanc i a l  s t re s s and t he p re f e rr e d  rol e o f  the C o o p e ra t i ve 
Extens i on S e rv i c e  ( CE S ) in t h e  a gr i cul tura l f i nanc e c r i s i s . 
E a c h  que s t ion i s  d i s cu s s ed , w i th t h e  de s c r i p t ive a nd s ta t i s t -
i c a l  ana l y s i s  s ta t e d . The r e l at i on s hi p  o f  the re s ul t s  t o  
the h y po the s e s , a s  o u t l ined i n  C ha p t e r  I I , a r e  a l s o h i gh-
l i ghte d . 
Leve l o f F i nanc i a l  S t re s s  
Que s t ion 24B w a s  d e s i gned t o  d e t e rm ine the l eve l o f  
f inanc i a l  s t re s s  among S outh Dakot a  a g � i cul tura l borr ower s 
( Tab l e  4- l ) . The Wa l l er Dunc an s t a t i s t ic a l  re pre s enta t i on 
vi s ua l l y  ind i c a t e s t ha t  means w i th t h e  s ame l e t t e r  a r e  no t 
s i gn i f ic ant ly d i f f erent . 
Tabl e 4- l . Leve l o f  F inanc i a l  S tre s s  in S outh Dako t a . 
WHAT APPROXI MATE PERCENT OF YOUR FARM BORROWERS HAVE : 
A .  I nc re a s e d  the i r  t o t a l  d e bt dur ing . 
the l as t  year ? 
B .  Dec re a s e d  the i r  t o ta l d ebt dur ing 
the l a s t  year ? 
C .  He ld the i r  t o t a l  d eb t  c on s tant 
dur ing the l a s t  year ? 
* = S i gni f i cant d i f f e r e nc e  ac ro s s  l enders . 
Ove r a l l  
Mean 
% 
4 6 . 9  
1 8 . 9* 
3 4 . 2  
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There i s  a s i gn i f ic an t  d i f f er�nc e i n  h ow the FC S 
re s ponded to  the per c en t a ge o f  borr owers who de c re a s e d  the i r  
debt and how the FmHA re s pnde d . The FCS ha s a h i ghe r p e r ­
c ent age o f  borr ower s who d e c re a s e d the i r  debt , whi l e  t h e  FmHa 
ha d the l o we s t  p er c �n t a g e  o f  b orr ower s who d e c re a s e d  the i r  
debt ( App end i x  B, Tab l e 6 - 2 ) . 
Thi s i mpl i e s  that t h e  FmHA ha s a h i ghe r propor t i on o f  
b orr ow.e r s  who were una b l e  t o  r e duc e debt dur ing the l a s t  
year , w hi l e  the F C S  ha s more b orrower s who were a b l e  t o  
re duc e t he i r  deb t i n  the · l a s t  year . 
The re were no s i gn�f i c ant d i f f erenc e s  be tween re g i on s . 
Part s A and C o f  t h i s que s t i on a l s o s how no s i gni f i c ant d i f ­
ferenc e be t ween lend e r s  o r  re g i ons . 
Add i t iona l que s t i ons on f inanc i a l
-
s t re s s  were i nc l ud e d  
a s  an int e gra l p a r t  o f  t h e  c red i t  eva luat i on que s t ions o n  
the s urve y .  The s t a t e ' s  l end ers  eva luat e d  the i r  f arm 
cu s t ome r ' s  f inanc i a l  p o s i t i on as f o l l o w s : 1 4 . 3  per c ent 
s up er i or , 2 3 . 1  p er c ent g oo d , 3 8 . 5  per c ent ave rage , 1 6 . 0  
perc ent weak , and 8 . 1  p er c en t  i n f er io r . The s e  que s t ions  
were beyond the s c o p e  of  t h i s t he s i s  and are no t ·s p e c i f i ­
ca l l y  d i s cu s s e d  he re . 
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P r i o r i t i e s  i n  Trajning 
Que s t ion 1 was d e s i gned t o  e s tabl i s h g enera l s ub j e c t  
p r i or i t i e s f o r  a s s i s t ing agr i cul tura l p roduc ers . ( Ta b l e  
4 - 2 ) . 
· Tab l e  4 - 2 . Ski l l  Tra i n i ng Pri o r i t i es o f  Agr i c u l tura l 
Lender s . 
WHI C H  OF THE FOLLOWI NG MANAGEMENT SKI LL S  OF YOUR BORROWER S  
D O  YOU BEL I EVE ARE MOS T I N  N EE D  O F  IMPROVEMENT ? P l ea s e  
rank 1 f or t he mos t i mpo r t ant s k i l l , 2 f or the s e c on d  mo s t  
impo rtant , e t c . 
Mean Mana gemen t Wa l l er N 
Re s pons e S k i l l  Are a Dunc an Obs 
1 . 3 00 0  Improve d f i nanc i a l  p l ann i ng A 1 8 0 
1 . 9 3 7 1  I mprove d marke t ing prac t i c e s  B 1 7 5 
3 . 3 00 6  Imp rove d p roduc t i on p rac t i c e s  c 1 6 3 
3 . 4 7 8 5 T ime and s t re s s management s ki l l s D 1 6 3  
The Ana l y s i s  o f  Var i anc e ( AOV ) d i d  no t ind i c a t e  c o n -
s i s te nt l y  s i gni f i c an t d i f f e renc e s  a c ro s s  l ender s .o r  r e g i ons . 
However , s i gni f i c ant i nt e ra c t i ons d i d  o c cur a c ro s s  s k i l l s , 
l enders , and reg ions o f  the s t a t e  ( App end ix B ,  Tab l e  6 - 3 ) . 
P l o t t ing the re s ul t s  i nd ic a t ed l i t t l e vi s ua l  d i f f erenc e s  i n  
ranking s a c ro s s l end er s and re g i ons . The s ta t i s t i c a l l y  
s i gni f i c ant d i f f e renc e s  i n  t he i nt erac t i on re f l e c te d  va r i ­
at i ons i n  degree o f  s l o p e  i n  t he t rend s rathe r than ma j o r 
reve r s a l s  in ranking a c ro s s  l end ers o r  re g i ons . The on l y  
ma j or reve r s a l  ac ro s s l ende r s  o r  re g ions was tha t the Farm 
Cre d i t  Sy s t e m  ( FC S ) p l a c e s  a h i ghe� p r io r i ty on i mprov i ng 
t i me and s tr e s s  management t han on p roduc t ion management , 
whe re a s  banks and FmHA p r i o r i t i e s are cons i s t ent w i th t he 
ove ra l l  re s ul t s  i n  r anking produc t i on a s  a h i gher p r i or i t y  
than t i me and s t r e s s  management . 
Que s t ion 8 wa s de s i gne d t o  d e t erm ine p re f erenc e s  on 
s p ec i f i c  managemen t  s ki l l  t o p i c s  f or c re a t ing a one d ay 
short . c our s e  CES  work s ho p  ( Tab l e  4 - 3 ) . 
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F i nanc i a l  mana gement s ki l l s  re c e ive d the h i ghe s t  p r i ­
o r i ty . The t o p . f our p r i o r i t i e s  inc lud e  " Pro j ec t ing c a s h  
fl o w , " " Und er s tand ing f i_nanc i a l  s t a t ement , "  " Re c o rd kee p ­
ing" and , "Ana l y z ing en t e r pr i s e  pro f i t and l o s s . "  The AOV 
d i d  no t ind i c a t e  -any s i gni f i cant d i ff erenc e s  ac ro s s  l end e r s  
o r  re g i ons ( App end ix B. , Tab l e  6 -4 ) . 
Re s ul t s  from t h e  f i rs t  t wo que s t ions s up p o r t  re j e c t i on 
o f  the f i r s t  nul l hyp o the s i s , and acc e p tanc e o f  the a l te r ­
na t ive hypothe s i s . I ns t e ad o f  c on t inuing the trad i t i ona l 
l and grant uni ve r s i t y empha s i s  on i mprov ing pr oduc t i on 
s k i l l s , l ender s f avo r f ocu s i ng on f inanc i a l  p l ann ing and / o r  
marke t ing s ki l l s .  I n  Tab l e  4 - 2  f inanc i a l  p l anning and 
marke t ing sk i l l s are ranked f i rs t and s e cond , re s p ec t ive l y , 
and the re i s  s i gni f i c ant d i f f e renc e  be t ween the s e  op t i ons 
and o t her l i s t e d  op t i ons . T ab l e  4-3  i l l u s tra t e s  t ha t a l l  
mana gement s ki l l s among the t o p  f ive i nc lud e f inanc e and 
marke t ing . t o p i c s . Thi s i mp l i e s  s t r ong po t ent i a l  int e re s t  
for deve l o p i ng a p rogram i n  re s pon s e : t o  th i s  p er c e ive d ne e d .  
Tab l e  4 - 3 .  Workshop Top i c  Pre f ereqc e s  o f  Agr icul tura l 
Lender s . 
WHI C H  O F  THE FO LLOW I NG TOP I C S  SHOULD BE I NCLUDED I N  A ONE 
DAY EDUCAT I ONAL WORK S HOP DES I GNED FOR F I NANCI ALLY 
S TRES S ED F ARM BORROWERS ? P l e a s e  rank 1 a s  ve ry i mpo rt ­
ant , 2 as  i mpo r t a n t  and 3 ne u t ra l . 
Me an Top i c  
Re s pon s e · Pre f erenc e 
1 . 1 6 8 5  P ro j e c t ing c a s h  f l ow 
ne e d s  
1 . 40 9 8 Under s t and ing f inan ­
c i a l s t a t ement s 
1 . 4 1 8 5  Rec o rd s  f or d e c i s i on 
mak ing 
1 . 42 9 3  Ana l y s i s  o f  ent e r ­
p r i s e  p ro f i t / l o s s  
1 . 549 5 P r ic e inc re a s ing mar­
ket ing s·t r a  t e g i e s  
1 . 7 1 43 Co s t  cu t t ing pro ­
duc t i on s t r a t e g i e s  
1 . 8 3 0 6  Int ere s t  ra t e s  and 
inven t o ry management 
1 . 8424 
1 .  88 9 5  
1 . 9 3 44 
2 . 0 2 7 2  
2 . 1 6 94 
2 . 1 8 0 3  
2 . 1 8 1 3  
Wha t ' s  i n  a " Good 
Farm Cred i t  Ra t in g "  
F inanc i a l  reorgan i ­
zat ion op t ion s  
Fami l y  goa l s  and 
inc ome e xp e c t a t i on s  
T i me mangernen t 
S tre s s  mana geme n t  
P l ann i ng for a l te r ­
nat ive e m p l oyme n t  
A g r i cul tura l p r i c e  and 
int ere s t  ra t e  out l ook 


















1 8 4 
1 8 3  
1 8 3  
1 8 4 
1 8 2  
1 8 2  
1 8 3  
1 84 
1 8 1 
1 8 3  
1 8 4 
1 8 3  
1 8 3  
1 8 2  
5 4  
5 5  
I n s t i tut i ona l Pre f e renc e s  
Que s t i on 3 w a s  de s i gne d t o  c l ar i fy ins t i tut i ona l 
pre f erenc e s  f or who s houl d  c onduc t f inanc i a l  mana gement 
tra ining p rograms ( Tab l e 4 -4 ) . 
Lender p re f erenc e s  f or f inanc i a l  ins t i tut i ons and t he 
CES are · s i gn i f i c an t l y  hi ghe r t han the rema in ing cho i c e s . 
Pre f erenc e s  f or t h e  S t a t e  D e p artme n t  o f  Agr i cul ture are a l s o 
ind ic a t e d  to be s i gni f i c ant l y  l ower t han the re s t  o f  the 
op t ions . 
In add i t i on ,  t he AOV ( App end i x  B ,  Tab l e  6 - 5 ) ind i c a t e d  
no s i gni f i cant d i f f ere nc e s  i n  p re f erenc e s  a c ros s r e g i on s , 
but d i d  ind i ca t e  s i gni f i c ant d i f f erenc e s  ac ro s s  l ende r s . 
Tab l e  4-4 . I ns t i tut i ona l Pre f erenc e s  _in  F inanc i a l Tra ining . 
DO YOU BEL I EVE THAT TH
.
E F O LLOWI NG I NS T I TUT IONS SHOULD BE 
I NVOLVED W I TH CONDUCT I NG F I NANC I AL MANAGEMENT EDUCAT I ON 
AND COUNSE L I NG PROGRAMS ? P l e a s e  rank 1 f o r  s t ron g l y  agre e , 
2 f or a gre e , 3 f or neutra l , 4 f or d i s a gree , and 5 f or 
s t ron g l y  d i s agre e . 
Mean 
Re s pon s e  
1 . 6 8 6 8  
1 . 7 1 20 
1 . 9 6 7 0 
2 . 0 8 7 9 
2 . 0 9 2 4  
2 . 1 84 8  
2 . 44 2 6 
I ns t i t u t i ona l 
Pre f erenc e 
F inanc i a l  i ns t i tu t i ons 
Coo p era t ive E�t e n s i on S erv ic e 
Area Vo -Ag I n s t ruc t o r s  
Farme rs Home Admini s t ra t i on . 
P r iva t e  Farm Mana gement F i rm s  
Suc c e s s fu l  Farme r s  and Ranc her s  
S ta t e  Departme n t  o f  Agr i c u l ture 











1 8 2 
1 8 4 
1 8 2 
1 8 2 
1 84 
1 8 4 
1 8 3  
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The FC S o f f i c er s  s howed a s i gni f i c qnt l y  l ower l eve l o f  
agre ement f or a lmo s t  a l l  i ns t i tu t i on s  be ing invo l ve d  in 
f inanc i a l  mana gement t r a i ning , c ompare d to the p re f e renc e 
re s pon s e s o f  the banks and the FmHA . 
The s e  d a t a  s up p o r t  re j e c t i on o f  the s e c ond nul l  
hypo the s i s , and ac c e p t anc e o f  the a l t e rna t ive . Wh i l e  the 
p r iva t e  s e c t o r  de f in i t e l y  ha s a r o l e t o  p l ay thr ough p r i va t e  
farm mana gemen t  f i rm s  a n d  l end er s cont inuing the i r  p r o grams , 
S outh Dakot a l end e r s  a l s o r e c o gni z e  tha t the CES shou l d  p l ay 
a r o l e in a s s i s t ing agr i c u l tur a l  p roduc ers  in c o p i ng w i th 
the current a g r i cu l tur a l  f inanc i a l  c r i s i s . 
Tha t the CES and f inanc i a l  i n s t i tut i ons are no t ra t e d  
s i gn i f i c ant l y  d i ff er en t  f rom e ac h  o ther , and tha t  b o t h  are 
-
ra t e d  s i gni f i c ant l y  d i f f er ent f rom a l l  o the r op t i on s , i m-
p l i e s tha t both i n s t i tu t i on s  s houl d  c o o rd ina t e  and 
coop era t ive l y  a s s i s t ag produc er s and rura l c ommuni t i e s  i n  
c o p ing w i th the curr ent a gr i cul tura l f inanc i a l  c r i s i s . 
Le nd e r  Spon s o r s h ip 
An add i t i ona l que s t i on wa s de s i gne d to d e t e rm ine l e nd er 
s up p o rt for a s s i s t i ng in d eve l op ing and conduc t ing f inanc i a l  
mana gement works hop s w i th t h e  CES . Thi s que s t i on was o n  a 
shee t s e para t e  f rom the s urve y t o  enc oura ge fol l ow-up 
re s pons e  by the C ES wi thou t re duc ing the s urve y  re s pons e  
ra t e  on s e ns i t ive que s t ions  ( Tab l e  4- 5 ) . 
Tab l e  4 - 5 .  L ender A s s i s t anc e i n  S e � t ing Up F inanc i a l  
Work s hop s .  
I F  A WORK SHO P ON F I NANC I AL MANAGEMENT WERE AVAI LABLE 
THROUGH THE C OO PERAT I VE E XTENS ION SERV IC E , WOULD YOU B E  
W I LL I NG T O  WORK W I TH YOUR COUNTY AGENTS T O  I DENT I FY AND 
I NV I TE CUS TOMERS WHO WOULD MOS T L I KELY B ENEF I T  FROM SUCH 
A PROGRAM ? P l ea s e  c i rc l e  the a pp rop r i a t e  an s wer . 
( 1 )  ye s { 2 )  no { 3 )  no t s ure . 
Mean Wa l l er N 
Re s pons e D i s t r i c t  Duncan Obs  
1 . 1 1 4 3 We s t  A 3 5  
1 . 3 4 3 3  S ou th e a s t  A B 6 7  
1 . 5 0 8 2  Nor th e a s t  B 6 1  
E i ght y - five p er ce n t  o f  the r e s pond ing banks s a i d  t h e y  
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woul d o ff er c o o p erat i on and a s s i s tanc e to  the C ES in s e t t i n g  
up f arm f inanc i a l  mana gement p rogram s . A lmo s t  7 8  per c en t  
o f  the F C S  l ende r s  and 8 0  per cent o f  the FmHA l enders  o f -
f ere d c o o p era t i on and a s s i s t anc e . 
The AOV ( App end i x  Tab l e  6 - 6 ) ind ic at e s no s i gni f i c ant 
d i ff ere nc e a c ro s s  l ender s . Howeve r ,  a s i gni f ic ant d i f f e r -
enc e d o e s  e x i s t  a c ro s s  r e g i on s . The we s t  re g ion s hows s i g­
ni f i c ant ly more w i l l ingne s s  f or c o o p er a t ion w i th . a s s i s t ing 
the C ES in s e t t ing up workshop s .  Thi s may be due to  the 
fewer number of o u t l e t s , agenc i e s  o r  re s ource s f or l ende r s  
t o  o bt a in a s s i s t anc e for i t s  b orrower s .  
De l ive ry Me chani sms 
Que s t ion 4 was d e s i gned to con f i rm the l eve l of s up ­
port f or the C ES and d e t e rm ine l ender p re f erenc e s  on an 
a l terna t ive s e t  o f  d e l i ve ry me chani s ms ( Tab l e  4- 6 ) . 
Tab l e  4 - 6 . De l ive ry Me thod Pre f erenc e s  o f  Agr i cul tura l 
Lende r s .  
IN ORDER TO I NCREASE THE ODD S FOR SURV IVAL OF THO S E  
BORROWERS UNDER F I NANC I AL STRE S S , THE TAXPAYER FUNDED 
COO PERAT I VE EXTENS I ON SERV I C E  SHOULD : P l ea s e  ind i c a t e  1 
f6r s tr ong l y  agree , 2 f or a g re e , 3 f or neutra l ,  4 f or 
d i s agre e and 5 f or s t rong l y  d i s a gre e . 
Wa l l er N 
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Mean 
Re s pons e 
D e l ive r y  Me chan i s m  
Opt i on s  Dunc an Obs 
1 . 7 9 5 6  
2 . 1 6 5 7 * 
2 . 1 944 
2 . 3 00 5 * 
4 . 1 54 7  
Conduc t workshop s f o r  
improv i ng manag ement s k i l l s 
Organ i z e  r e c o rd kee p i ng 
management a s s o c i a t io n s  
Organ i z e  s e l f  s t udy market ing 
and management c l ubs 
P rovi de one -on-one c ouns e l ing 
Not do f i nanc i a l  management 
program s 
* S i gni f i c ant d i f f erenc e ac ro s s l ender s . 
A 1 8 1  
B 1 8 1  
B 1 8 0  
B 1 8 3  
c 1 8 1 
The r e s pons e s  were n o t  s i gni f i c ant l y  d i f f erent a c ro s s  
re g i ons . Howeve r ,  re s p on s e s  were s i gn i f i c ant l y  d i f f erent 
ac ro s s  l enders . S p e c i f i c a l l y , the FCS o ff i c er s  e xhi b i t e d  
a s i gn i f i can t l y l o wer l evel o f  agreemen t than the r � s p o n s� 
pre f erenc e s  o f  the FmHA t o  mana gement a s soc i at i ons and 
one -on-one c ouns e l in g . However ,  the mean f or e a c h  l ender 
g roup was s t i l l  s i gni f i c ant l y  l ower than the ne utra l 
pre f erenc e l eve l , ind i c a t ing g enera l a greeme n t  w i th t h e s e  
two o p t i on s  ( App end i x  B ,  Tab l e  6 - 7 ) . 
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Pre s e n t l y , one - on-one c ouns e l in g  is p rovi ded by the 
S ta t e  Depar t ment of Agr i cul t ure and the l en de r s . Know l e dge 
of thi s  p rogram may have con t r i bute d to the l ower pr i o r i t y  
f or t h e  C E S  i n i t i a t i ng a p ro gram t h a t  may be c ons i de r e d  
dup l i ca t ive . 
The data  s upp o r t  re j e c t i on o f  the t h i rd nul l hypo ­
the s i s , and ac c e p tan c e  o f  the a l t erna t ive . Lende r s  d o - no t  
be l i eve t ha t  one -on - one c oun s e l ing i s  the mos t e ff e c t ive 
pro gram de l i ve ry .me c han i s m  f or the CES . Lenders  s up p o r t  
workshop s t o  i mprove t he man a gement s kil l s  o f  f inanc i a l l y  
s t re s s e d  borr owe r s  for e f f e c t ive p rogram de l ivery . 
Ta rge t ed C l i e nt e l e  
Que s t ion 5 wa s de s i gne d t o  app rox imat e  the numb e r  o f  
farm w omen kee p i ng the f inanc i a l  r e c o rd s a s  an ind ic a t o r  f o r 
targe t ing f inanc i a l  mana geme n t  p rograms ( Tab l e  4- 7 ) . 
Tab l e  4 - 7 . Farm Women i n  F i nanc i a l  Management .  
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WHAT APP ROX I MATE PERCENTAGE O F  YOUR MARR I ED BORROWERS HAVE 
THE W I FE KEE P I NG THE F I NANCI AL RECORDS FOR THE FARMI NG 
OPERAT IO N ?  
Mean 
Re s pon s e  
. 5 7 . 6  
54 . 6  
6 0 . 4  
6 7 . 0  
5 5 . 3  
5 6 . 5  
6 3 . 5  
Lender s a nd Reg i on s  
Al l l ende r s , a l l  re g i on s  
Comme r c i a l  Banks 
Farm Cre d i t Sy s t em 
Farme r s  Home Admin i s t rat ion 
N orthe rn S ma l l  Gra ins 
S ou thea s t  C ornbe l t  
W e s t e rn Range 










1 8 0 
1 1 9  
3 3  
2 8  
6 8  
7 2  
4 0  
The overa l l  mean i nd i ca t e d  5 7 . 6  per c en t  o f  t h e  marr i e d  
b orr ower s have t�e w i f e  kee ping the re c o rd s f o r  t h e  f arm i ng 
operat ion . The AOV ind i ca t e s s i gni f i cant d i f f erenc e s  amon g 
l end ers  and re g i on s  o f  the s ta t e  ( Append i x  B ,  Tab l e  6 - 8 ) . 
FmHA exhi bi t s  a s i gn i f ic an t l y  hi gher p er cent a ge o f  women 
kee ping the farm re c o rd s . We s te rn range l and area s a l s o 
e xh i b i te d  a s i gni f i cant l y hi ghe r  percen t a g e  o f  women kee p i ng 
the re c o rd s . 
Thi s sup por t s  re j e c t i on o f  the f ourth nul l .hypo t h e s i s , 
and ac c e p tanc e o f  the a l t e rna t ive . Progra m s  tha t t a rge t 
farm and ranc h w ive s are l i ke l y  to have an i mpac t on t h e  
f inanc i a l  he a l th o f  th o s e  und er f inanc i a l  s t re s s .  Thi s i s  
p ar t i cul ar l y  t rue be c au s e  t he " l end er o f  l as t  re s o rt " 
( FrnHA ) ind i c a t e d  a s i gni f i c ant l y  hi ghe r p ropo rt i on o f  women 
kee p ing re c o rd s . 
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Farm Re c ords Adequa cy 
Que s t ion 6 wa s d e s i gned t o  de t e rm ine the a d e qu a c y  o f  
farm re cord kee p ing f or making k e y  f inanc i al and ent e r p r i s e  
dec i s i on s  ( Tab l e  4- 8 ) . 
Overa l l , l ende r s  be l i eve tha t records  are t he m o s t  
ina d e qua t e  f o r  f inanc i a l  p l anning w i th 52 . 3  percent o f  t he 
re c o rd s  be ing inade qua t e  f o r  the s e  purpo s e s . Re cord s a re 
m odera t e l y  i nade quat e  f or f a rm ent er p r i s e  p l ann i ng pur-
po s·e s . 
Tab l e  4 � 8 . Lend er A t t i t ud e s  on Farm Re cord Kee ping . 
BASED O N  YOUR EXPER I ENC E , HOW WOULD YOU BES T  DE S CR I BE THE 
RECORD KEE P I NG AB I L I T I ES OF YOUR FARM CUS TOMERS FOR THE 
PURPOS E S  OF ( 1 )  TAX P�ANN I NG , ( 2 )  FAiM MANAGEMENT , 
( 3 )  F I NANC IAL PLANN I NG ?  De s c ri be the qua l i t y  o f  re c o rd s 
by ind i cat ing the a pp roxima t e  p er c en t a g e  o f  c u s t ome r s  i n  
ea c h  c a t e gory : a .  G oo d b .  Ade qua t e  c .  I nade qua t e .  
Tax F arm 
P l ann i ng Mana geme·nt 
% % 
* * 
Good Re cord s 2 7 . 4  2 4 . 4  
Ade qua t e  Rec ord s 3 7 . 2  3 4 . 0 * 
I na d e quate Rec o rd s 3 5  . 4* 4 1 . 6  
Tota l 1 00 . 0 1 00 . 0 
* S i gni f i c ant d i ff e r e nc e  a c ro s s l enders . 
F i nanc i a l  
P l ann ing 
fo 
1 7 . 7 * 
3 0 . 0 * 
5 2 . 3  
1 00 . 0  
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N o  s i gni f i c ant d i ff erenc e o c curr e d  ac ro s s re g ions . 
Howeve r , s i gn i f i cant d i f f e r e nc e s  d i d  occur a c ro s s  l end e r s  
( App end i x  B ,  Tab l e s  6 - 9 , 6 - 1 0 , 6 - 1 1 ) .  Compar e d  t o  o t h e r  
l enders , FmHA ind i c a t e d  s i gni f i c ant l y  l ower p e r c e n t a ge o f  
" Goo d "  re c o r d s  f o r  t a x  p l ann i ng and f arm ent e r pr i s e  p l an­
ning purpo s e s , and a s i gni f i c ant l y  h i ghe r p e r c ent a ge o f  
" I na d e quat e "  re c o rd s for t ax p l ann i n g  purpo s e s . Exc ep t  f o r 
tho s e  c e l l s ind ic a t e d  a s  be i ng d i ff erent , the rema ining 
c e l l  compar i sons are cons i s t ent a c ro s s  l enders . 
The da t a  i nd i ca te s t h a t  l e aders  be l i eve t he m a j or i ty 
o f  the i r  borrow e r s  have ·a d e qua t e  r e c ord s i n  t ax p l ann i ng 
re l at ive t o  f inanc i a l  p l ann ing � A s  a re s ul t , the a g  l ende r  
d a t a  s uppo rt both· h yp o t he s e s , tha t farme r s  u s e  re c ord s 
mo s t ly f or t a x  p l ann i n g  purpo s e s  and th a t  re cord s are more 
inade quate f or f arm manageme n t  and mo s t  inade qu a t e  f or 
f inanc i a l  p l ann i ng . 
The re s ul t s  i mp l y  that p re s e nt _ an d p a s t  a t t e n t i on ha s 
be en f ocu s e d  on r e co rd s f o r  t a x  p l anning . Perha p s  s p e c i a l  
at t ent i on s h ou l d  f oc u s  o n  h ow k ey mana gement de c i s i on s  
m i ght inco rpora t e  re l evant re cord kee p i n g  i n forma t i on f ro m  
enter p r i s e  p ro f i t  a n d  l o s s , and f inanc i a l  ana l y s i s  and 
warning s i gna l s . Thi s i mp l i e s  t ha t  the C ES may want t o  
cons i der d i re c t i ng i t s  p rogram focu s s p ec i f i c a l l y  at 
th e s e  two a re a s . 
CHAPTER V 
SUMMARY AND I MPLICAT IONS 
The p ro b l em , as de f i ne d  in t h i s  the s i s , was to c onduc t 
a s urve y tha t  woul d a s s i s t i n  de s i gning educ a t i ona l p rograms 
· tar ge t e d  t oward ag b o rrower s und e r  f inanc i a l s tre s s , and t o  
a s s e s s  the current l eve l o f  f inanc i a l  s t re s s  among S outh 
Dako ta ' s  a g r i c u l tura l borrowe r s . 
Summary· o f  t he Prob l em 
S eve r a l  f ac t o r s  have l e d  to the current f i nanc i a l  c on ­
d i t ions in a gr i cul ture . . 
I n  the 1 9 7 0 ' s  an e xp an s i onary mone t ary pol i c y  encour­
a g ed an inc rea s e  � n in f l a t i on ove r intere s t  ra t e s .  Farm 
l and va lue s ro s e  f a s t e r  t han i n f l a t i on . S outh Dako t a  farm 
l and va lue s i nc re a s e d  up t o  1 5  p er c en t  p er year be t ween 1 9 7 3  
and 1 9 8 1 . Thi s a c c e l er a t e d  l and va luat i on enc ourage d p r o ­
duc ers  and l ende r s  t o  a l l ow more c re d i t  and expand p roduc er 
op erat ions t hrough deb t  f i nanc ing . 
T i ght mone tary po l i c y  i n  the e a r l y  1 9 8 0 ' s  c rea t e d  a 
r i s e  i n  t he va lue o f  the d o l l ar , and was a factor l e a d i ng t o  
a world re c e s s i on .  I n  t h e  s a me t i me p er i o d  there we r e  
re c o rd harve s t s , whi ch ke p t  c ommod i t y p ri c e s  l ow and reduc ed 
farm inc ome . U . S .  expo r t s de c l ine d be cause the e xchange 
va lue o f  the d o l l ar r o s e  dramat i c a l l y  and many agr i cul tura l 
impo rt ing count r i e s  f a c e d  d e b t  p ro b l em s . A l s o a t  _ t h i s  t i me 
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farm l and va lue s d e c l ined r a p i d l y . A s  a c on s e quenc e ,  Uni t e d  
S ta t e s  agr i c u l tura l p roduc e r s , h o l d ing a h i gh f arm d e b t , 
�xper i en c e d  a drop i n  i ncome , d e c l i ning l and va lue s and a 
c a s h  f l o w  s quee z e . 
F inanc i a l d ere gul a t i on o f  banking a l s o c ont r i bu t e d  t o  
t h e  rura l f i nanc i a l  s tre s s , by i nc re a s ing t h e  c o s t o f  f und s 
and r i s k s  t o  l end e r s . A s  a c ons e quenc e , more s o phi s t i c a t e d  
l o an p r i c i ng and a s s e t  l i a b i l i t y management ha s be en ena c t e d  
by rura l bank s . 
S eve ra l key f in an c i a l  a gr i cul tura l me a s ureme n t s re f l e c t  
the i nc rea s i ng f inanc i a l  s t r e s s  i n  Amer i c a ' s  f arm po pul a ­
t i on . In  t h e  1 9 8 0 ' s  t he re ha s b e e n  a d e t e r i o ra t ing per c e n t ­
a g e  o f  l i qu i d  f arm a s s e t s  re l a t ive t o  t o t a l f arm debt . T he 
farm debt to ne t i nc ome r a t i o  ha s a l s o be en inc re a s ing .  
Th i s  na t i ona l  trend extend s t o  S outh Dakot a . 
The fu ture o f  the C oo p e r a t ive Exten s i on S erv i c e  ( CE S ) 
i s  t i ed d i re c t l y t o  p ro b l e m s  f a c ing soc i e t y  t o day . CES 
pr ograms mu s t  be ab l e  to a d j u s t t o  c hange s in a g r i cul ture 
produc t i on , market ing , c on s ume r s , rura l c o mmuni t i e s  and c o m­
muni t y  l eaders ( H i l d re th , Armbru s t e r , De c . 1 9 8 l , . p .  8 5 6 ) . 
Progra m re -ad j u s tme n t  and re -d i re c t ion i s  a s s i s t e d  w i th 
a c re d i b l e  and t i me l y  a s s e s s me n t  o f  educ a t iona l p r i o r i t i e s  
and d e l ivery me chan i s ms . T he r e f ore a s urve y o f  a g r i cul t ura l 
l o an o f f i c er s  o f  the s ta t e s l end ing ins t i t ut i ons p rovi d e d  
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a t ime ly and ac c ura t e  p i c ture o f  S outh Dakota ' s  a g r i cu l tura l 
borr ower s and the i r  ne e d s . 
Summary o f  Proc edure s 
A ma i l  s urve y was c omp i l ed and ma i l e d  on Novemb e r  1 ,  
1 9 84 . A t ot a l  o f  3 4 6  surve y s was m a i l ed to s en i o r  a gr i cul ­
t ura l l o an o ff i c e r s  o f  c omme r c i a l  banks , Produc t i on C re d i t  
A s s o c i a t ions , Federa l Land B ank A s s o c i a t ions and the F arme r s  
Home Admin i s tra t ion . 
T he l ender s r e t urne d 1 8 4 survey s ,  for a 5 3 . 2  p e r c en t  
re s pon s e  rate . F o r  purpo s e s  o f  the s urvey , t he s ta t e  o f  
S outh Dakota was d iv i ded i n t o  three re g i on s . · T he no r t h e a s t  
ar e a  o f  the s t a t e  t y p i f i e s  the · n o r the rn s ma l l  gra ins re g i on 
o f  the upp er m i dwe s t . The s o uthea s t  area o f  the s t a t e  t y p i ­
f i e s  c o rnbe l t  a gr i c u l ture . The we s t e rn whe a t  and range l and 
area o f  the s t a t e  t yp i f i e s  a gr i c ul ture of the we s t e rn gre a t  
p l a i n s . 
Ana l y s i s  o f  va r i anc e us ing a Genera l Line a r  Mod e l  and 
the Wa l l er Duncan t e s t  were u s e d  to ana l y z e  re s p on s e s by 
l ender and re g i on . 
Summa ry and Re s ul t s  
S even s p e c i f i c  p r o gram p l ann i ng que s t i on s  were a s ke d  
o n  the s urve y and w e r e  ana l y z e d . 
A l mo s t  ha l f  ( 4 6 . 9  p e r c ent ) o f  a l l  f arm borr ower s have 
inc re a s e d  the i r  debt in the l a s t  year , as o f  Novembe r 1 ,  · 
1 9 8 4 . I n  the s a me t ime p e r i o d , 1 8 . 9  per cent o f  f arm 
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bo rr owers ha d a d e b t  d e c rea s e , and 3 4 . 2  p e r c en t  he l d  t h e i r  
farm debt c o n s tant . The FCS ha d a h i ghe r percent a ge o f  
b orr ower s d e c re a s e  debt , whi l e  t h e  FmHA ha d the l o we s t  p er ­
c enta g e  o f  b orro wers  tha t d e c re a s e d  d ebt . Add i t i ona l 
f i nanc i a l  s t re s s  d a t a  are a va i l ab l e  in the s urve y , but 
furt he r  ana l y s i s  i s  be yond the s c o p e  of  th i s  the s i s . 
Lenders p re fe r  tha t f inanc i a l  i ns t i tu t ions and the C E S  
be invo l ve d  w i th condu c t ing f i nanc i a l  mana g ement e du c a t i on 
and c ouns e l i ng pr ograms . Farm Cre d i t  Sy s t em ( FC S ) o f f i c e r s  
s howe d s i gni f i cant l y  l e s s  a gre ement f or a l mo s t a l l i ns t i tu ­
t i ons be ing invo l ved i n  f in anc i a l  mana gement tra ining c om­
pare d to  banks and t he F a rme rs Home Admin i s trat i on ( FmHA ) . 
I mprove d f inanc i a l  p l ann i ng and marke t ing s ki l l s were 
ranked by the l end e r s  . a s  the s ki l l  mo s t  in ne e d  of i mprove ­
me nt by the borrower s .  T he FCS p l ac e s  a h i ghe r p r i o r i t y  on 
t i me and s t re s s  mana ge ment t han on p roduc t i on mana gement . 
Banks and FmHA pr i o r i t i e s  a re con s i s t ent wi th the ove ra l l  
re s ul t s  i n  ranking p roduc t i on a s  a h i gher p r i o r i ty than t i me 
and s t re s s  mana gemen t .  
Lenders i dent i f i ed work s hop s a s  the C ES d e l ivery 
me c han i s m  that  wou l d  re c e ive h i ghe s t  s upport . FCS o f f i c e r s  
s h owe d s i gni f i c ant l y  l e s s  a gre ement t ha t  t he FmHA to  mana g e ­
men t a s s oc i a t i ons and one - on-one c o uns e l i ng . 
F inanc i a l  mana geme n t  s k i l l s were i d en t i f i ed a s  t he 
h i ghe s t  p r i o r i t y  f o r  a one day s hort c ours e wo rkshop . 
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" Pro j e c t ing ca s h  f l o w , "  " und er s t and ing f �nanc i a l  s ta t ement s "  
a nd " r e c o rd ke e p i ng "  w e re t op p r i or i t i e s . 
Lenders were a s ke d  t o  i den t i fy the ade qu ac y  o f  f arm 
re c ord kee p i ng f or mak ing key f inanc i a l  and ent e r pr i s e  
de c i s i ons b y  the i r  b o rrowe r s . Lende r s  be l i eve t ha t r e c o rd s 
are mo s t  i nade quat e  f or f inanc i a l  p l ann ing . Rec o rd s  a r e  
modera t e l y  ina d e quat e  f or f arm management , and t h e  l ea s t  
inade quate f o r  t a x  p l ann ing purpo s e s . 
More than ha l f  o f  the marr i ed borrower s have the 
re c o rd s ke p t  b y  the w i f e . The FmHA showed a s i gni f i c ant l y  
h i ghe r p er cent a ge o f  women kee p i ng re c o rd s , and we s t e rn 
rang e l and are a s  s howed mo re women kee ping the f arm re c o rd s . 
Impl i c a t i ons 
Two ma j or imp l i c a t i ons re s ul te d f rom th i s  the s i s . 
F i rs t , l ender pr i o r i t i e s  f or s k i l l  i mp rovement and p ro gram 
de l i very in agr i cul tura l f inanc e mana gement. e duc a t i ona l p ro ­
g rams b y  t h e  C ES we re i dent i f i ed .  Thi s kno w l edge i s  c on ­
t inuing t o  b e  he l p f u l  in re -de s i gning the S outh Dako t a  C ES 
progra ms . S econd , the . s urvey d emons t ra t e d  l ender s up p o r t  
for the S outh Dako ta C ES t o  be  invo l ved in c onduc t ing 
f inanc i a l  manageme nt e duc a t i on p ro grams . 
As  a re s ul t o f  the s urve y , the S outh Dako ta C ES ha s 
be en a d j u s t ing i t s p ro gram po r t f ol i o . I n  a dd i t i on t o  t he 
on-g o ing in-de p th marke t ing , f arm bud ge t ing s t e p s , and 
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produc t i on work s h o p s ;  two a dd i t i on� l p ro gram s have be e n  
add e d . One i s  a c o mmun i t y  l e ader awarene s s  and s t re s s  man­
agement workshop d e s i gne d t o  c ov e r  the na t ure o f  the pre s en t  
s i tuat i on , f arm mana g ement o p t ions , rura l c o mmuni t y  e c ono m i c  
deve lopment op t i on s , and s t re s s  management c o mmuni t y  s upp o r t  
s e rvi c e. me c han i s m s . 
A se con d  ne w program h a s  be en deve lop e d  d i re c t l y  
be cau se o f  the s urve y  re s ul t s . Thi s p ro gram i s  a f our-hour 
short cour s e  t i t l ed " Farm F inanc e T i p s f or S aving $ 1 5 , 000 . "  
I t  i s  a mul t i -d i s c i p l i nary a pp roac h , focu s i ng on the f inan ­
c i a l  warning s i gna l s  and management op t i on s . Bas i c  p r i nc i ­
p l e s  a r e  demon s t ra te d i n  a l l  are a s  o f  f i nanc i a l  ana l y s i s ,  
marke t ing , c rop p roduc t i on , and l ive s to c k  produc t ion . T he s e  
t i p s  e s s en t i a l l y  t ake . an o pe ra t i on f rom weak mana geme n t  t o  
s up er i o r  management i n  a l l p ha se s  o f  the farm uni t . The 
s av ing s t o ta l more t han $ 1 5 , 000 for the average s i ze d  f arm 
in t he s t a t e . 
Loc a l  l end e r s  work w i th t he loca l count y exten s i on 
s t a f f to t arge t i nvi t a t i on s  t o  a g r icul tura l borrower s t h a t  
woul d mo s t  l i ke l y  bene f i t  from t he work shop s . Due t o  the 
survey re s ul t s  s p e c i a l  e f f or t s  a re made t o  enc ourage t ha t  
both s pouse s a t t end . I n  t he p a s t wint e r  o f  1 9 8 4 - 8 5 , the 
S outh Dakot a  C ES conduc t e d  s even " T i p s "  work s hop s  w i th an 
ave rage a ud i enc e  o f  1 7 0 farme r s  and ranc he r s  p er works hop . 
Loca l l ender s s po n s o re d t he t r ave l and pub l i c a t i on 
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expend i ture s for t he s e  workshop s d�e t o  t h e  current l ow 
f inanc i a l  re s our ce s ava i l ab l e  f or the C ES . 
The s urve y ha s a l s o p rovi d ed i npu t into a c i t i z en rev i ew 
comm i t t e e  tha t  i s  c onduc t ing a c o mprehen s ive eva luat i on o f  
the S outh Dako ta Coo p era t ive Exten s ion S erv i c e . The S ou t h  
Dako ta C ES ha s i n i t i at e d  p re l i mi nary p l ans f or t r a ining 
county and area e xtens i on s t a f f  i n  de t a i l ed f inanc i a l  
ana l y s i s . T h i s i s  i n  c oo p era t i on w i th FmHA s t a f f  tra i n i ng 
pro grams and the Uni ve r s i ty o f  Minne s o t a  Farm F i nanc e 
C enter . 
Thi s  s urve y ha s re s �l te d i n  a d i re c t  and c onc re t e · 
re s pon s e  by the S ou t h  Dako ta C ES t o  t he current f inanc i a l  
s i tuat ion i n  S outh Dako t a  a gr i cul ture . Add i t iona l updat e s  
-
m i ght be c onduc t e d  annua l l y to  me a s ure p rogre s s  and t o  
m on i t or t h e  f inanc i a l  c ond i t i on o f  agr icul ture in the s t a t e . 
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APP END I X  A 
SDSU AGRI CULTURAL LENDER SURVEY 
Cooperati ve Extens i on Servi ce and 
Agri cul tural ExP.tri -.nt Stati on 
. I • 
PART A:  THE QUESTIONS I N  THIS SECTION WILL HELP IDENTIFY THE EDUCAT I ONAL NEEDS OF 
AGRI CULTURAL BORROWERS 
7 5  
1 . Which of the fo l l owi ng  •anag..ent ski l l s of your borrowers do you bel i eve are 
.ast i n  need of iMProve.ent? Pl ease enter 1 for the .ast important sk i l l , 2 
. for the second 110st iiiF!Ortant , etc . 
3.1  a. Improved producti on practi ces 
J::!: b .  Ia�proved rnarket1 ng ski l l  s L..3.... c .  IMProved . f 1  nanci a 1 p 1 ann1 ng 
� d . Time and stress .anag ... nt ski l l s  e . Other ______ �--------------------------------�------
2 .  · Are you fa.1 1 i ar wi th·  the fo l l owi nG on-ooi na educati onal oronr a.s cnnriuct�� � v  
the SDSU Cooperat i ve Extensi on Servi ce? Pl ease c�eck . 
,. � a . Grai n or l i vestock market i no • norove.ent wor� s��os ( l -3 �ays \ 
� b .  Steps for better far. and ranc� •anaa�t ( 2- l  days ) 
2Ll c . AG-.ET fanw con�Puter i nfonMt1 on s.vst ... � d . Producti on eff i c i ency i�rov�nt proor .. s 
� e .  Stress �anaq ... nt 
3 .  Do you bel i eve · that the fo l l owi ng � nsti tut i ons . 
�� v.�� shou l d. be i nvo l ved with conducti ng  fi nanci al � � '-manag-nt educati on and coun sel i ng  progr•s ?- � J' So� .p �  P l ease check one box for each i nsti tut i on .  . � ,.-; � � �� , <:) <::> 
a .  Fi nanc i al i n sti t uti ons � ¥,,.\  3' , f  1, . 5  /, (. o.5' 
b .  Cooperati ve extens i on serv i ce w. s '�'·' s.s ;1. 1 I .  I 
c .  Area vocat i onal agri cu l ture i nstructors 31 4" "1'1.� ,q .2. J,f D • .S 
d .  State departnlent of agri cu l ture ' '·D Jq .'3 �, .o IJ..O ..2 . , 
e .  Pri vate farm manag ... n t  2.!. 3 �.7 1� .s s.o (), 5 a nd coun sel i ng f i rms 
f . Successful  farmers and ranchers 2,., 3,.s '-'- ' ' (,, t; 2 , ., 
g .  F armers Home Admi n i strat i on .3� .9 3?.S l!8 7., , 'f.J 
h .  · Other 
R l.JfJo1<4�E.. : I 8 '-1  A G L. l!.fltltJ £R.� o '-l r o -1  3 "'  6 o � . .!.>-3 "o 
Rlfr£ 
4 .  I n  order to i ncrease the odds for survi val of those 
76 
borrower ' s  under fi nanci al  stress ,  the taxpayer 
funded Cooperati ve Extens i on Serv i ce shou l d :  �f;�«�f� P l ease check one box for each 2r� .. tl2!· ' ' � �., �� 
a .  Not be i nvol ved wi th educati onal � 3.3 .!.O '1'1.7 3f. l  progriiS on fi nanci al  .. nag.-.nt . 3.� 
b.  Conduct workshops for i �rovi ng the ' 
�anag ... nt ski l l s. of stressed borrowers .  J2.o S8,D t.l '· 7 0 
c .  He l p  orqan1 ze se l f-study farw and '' ·7 �I. / 1'1 .'1 ' ·' I . I ranch marketi nQ and manaQ�t 
i mprov ... nt c l ubs . 
d .  Hel p organi ze record-keepi ng 
2-Ct .S 'll.! J4f, j 11. 1 0,, �anagement associ at i ons that .-pl oy 
profes s i onal consu l t ants . 
e .  Provide fi nanc i al counset ors to  be 2N.,  3). '  1�/) IOH 3. 3 avai l ab l e  for one-on-one counsel i ng at 
the request of i ndi v i dual  farmers . 
f.  Other 
5 .  What approxi mate percentage of your .. rri ed borrowers have the wi fe keep i ng the 
fi nanc i al  records for t h e  fanti ng oper ati on? -r2. , I .  
6 .  Based o n  your experi ence . how wou l d  you best descri be the record keep i ng 
ab i l i t i es of your fant custoaers for purposes of ( 1 )  t ax p l ann i ng ,  ( 2 )  farm 
management ( 3 )  fi nanci a l p l ann i ng .  Descri be the qua l i ty of records by i nd i ­
c at i na the approxi mate percentage of customers 1n each c ategory : a .  Good 
b.  A eguate c .  Inadequate .· 
1 .  Tax 2 .  Fana 3 .  Fi nanc i a l 
Pl anni ng Mana_g_etMrit P l anni n� 
a .  Good 2:>. � I 2'/. '-I s  ' '· '  1 . 
b .  Adequate 32.1 1 l."'. 0 I lo.Q I 
c .  I n adequate J�.� I "'I,  I Sl.l I 
TOTAL 1 00 I 1 00  I T OO I 
� 
7 7  
7 .  Do you agree wi th the efforts of the F armers Home Admi n i strati on to hav• 
producers ca.pl ete coordi nated fi nanci al sttt ... nt s to obtai n l oans , i nstead of 
the previ ous ·ly used f aMI and tic.e p l an? P i ta�• c i rc l e  the aporopri ate answer . 
Strong l y  
a .  AgrH 
J r .�� 
b .  AgrH c .  Neutral d. Oi sagrH 
�f ,"f IS, '-1 
8 .  Wh i ch of the fo l l owi ng  top i cs shoul d  be i nc l uded i n  
a one da{ educati onal work shop des i gned for fi nan· 
ci al ly s ressed fan. borrowers? P l ease check the 
appropri ate box i ndi cat i ng the l evel of 1-,ortance . 
a .  Projecti ng c ash fl ow needs 
b .  Understandi ng fi nanc i al stat..ants 
c .  P l anni ng for alternati ve e.p l o�nt 
d .  Records for d�i si on �ak i ng 
e. Ana l y s i s  of enterpri se profi t and l oss 
f.  Fi nanc i a l reorgani zati on opt i on s  
g .  Interest rate i mpacts o n  i nventory .. nag.-.nt 
h .  Stress .anag�nt 
1 • Cost cutti ng producti on strategi es 
j .  Pri ce i ncreasi ng .arketi ng  strategi es 
k. · Ti M runagaent 
1 • F •i 1 y goal  s and 1 ncc.e expectati ons 
m. What l enders • expect i n 1 •Good Credi t Rati ng• 
n .  Agri cul tural pri ce and i nterest rate outl ook 
o .  Other 
l , t  
Strong l y  
e .  Di sagree 
D,5 
PART 8 :  THE QUESTI ONS IN TH I S  SECT I ON WI LL HELP EDUCATE AGR I CULTURAL PRODUCERS 
ABOUT CRED I T  EVALUATI ON PRACT I CE S  AND F I NANC IAL WARN I NG S I GNALS 
9. Duri ng 1 984 ,  wh at approxi mate percentage of the agri cu l tural l oans made by your 
l ocal  i n sti tut i on were var i ab l e  i nterest rate l oans ,  for the spec i fi ed l oan 
categori e s  bel ow? 
a .  Farm operati ng l oans 
�. Farm real estate l oans 
..,, ,3 ' 
,., 1 (, ' 
. 7J3 
1 0 .  · P l ease i ndi c ate the warni ng rat i o l e vel and unacceptab l e  rat i o l evel used to mak e 
c redi t eval uati ons of fa� and ranch custa.ers . 
WAR" ING RAT I O  LEVEL i ndi cates the l e�er requi res .. nag ... nt changes . 
UNACCEPTABLE RAT I O  LEVEL i ndi c ates the borra.er .ust fi nd al ternati ve credi t 
source or obtai n gover,..nt guarantee . 
Al/f�E , ,_ ' � 0 �£.S 
WARNI NG  UNACCE PTABLE 
NAME . DEF I N I T I ON RAT I O  LEVEL RAT I O  LEVEL 
a .  
b .  
c .  
d .  
e .  
-
f .  
g . 
h .  
; . 
Oe�t to • Pt..strJ 
Current Rati o 





Equ i ty 
Cap i t al Turnover 
Rati o 
I nterest Coverage 
Rati o 
I nterest to Sal es 
Rati o 
Return to Sal es 
Rati o 
i 
Total  Li abi l i ti es S:l . �  �. '" ,, � Total AC: �lilT C 
Current Assets 
I I � .  3 '· i t':f . / � Curren! C1 a5� 1 1 t 1 es 
Total  Li abi l i ti es 
�e( Fan� Inccae 
Net Fan�. I nca.e 
Before I nterest 
ro!al •s se(s 
Net Fan1 I nca. 
To!al Net WOr!h 
Total Sal es 
Total �s sets -
I nterest Exeense 
Net F an1 1 ncOM 
Before I nterest 
I nterest Exl!_!n se 
ro!al Sales 
Net F an� I ncome . I 
Total Sales I I 
1 1 . What are the three mo s t  i mportant f i n anc i a l rati os for an a l y z i ng a f arm a·nd 
r anch operat i on? P l e ase l i st the most import ant rat i o  fi rst , the sec o n d  mo s t  
i mport ant r at i o  second, etc . . 
� 1 2. 1 
· R 1 '-' 0  
F I NANC I AL RATI OS 
a .  F i r st Cc. IR E N T  R 8 TI O 
b .  sec ond Desr ro N£T WaUJtf 00. DEGT io IJs.s£1 
c .  Th ; rd ---------------------
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1 2 .  Other than f1 nanc 1 al  rat i os .  what are t�e soecof f1 c trencts antf warn ; nn s " nn � l s 
used when eval uat1 no a fa� custOMers fi nanci a l  stat�nts .  
I 
1 3 .  · Does your i n sti tuti on offer customer ' s any s pec i al ••nag ... nt serv i ces i n  
addi ti on to your normal l oan app l i cati on assi stance? 
P l ease check i f  Wh at percentage of 
you have thi s agri c u l tural borrowers 
servi ce u se thi s servi ce? -
1 .  C0111110d i ty market 1 � , 1  �- 1 3 , �  % i nfonnati on 
- -· --
2 .  Record keep i ng 3 � , 2- :1. 3 , 0  s erv i ces 
3 .  Coaputer ass i s�ed :l J .'-f ,."1 • I f i nanc i al ana l y s i s -
1 4 .  I n  order t o  recei ve credi t i n  the f ut ure. farmers must be ab l e  t o  conv i nc e  
t hei r l enders that they h ave devel oped a f a rm  fi nanci a l  management p l an t o  
repay thei r debt s . P l ease c i rc l e  appropr i ate answer . 
Strong l y  
a .  Agree b . Agree 
70 , t 'o · ,., .,  
c . Neutral  
1 · 1  
d . Di s agree 
0 
Stro ng l y  





1 5 .  The l oan app l i cati on i nformati on requ i reaents shou l d  not be any di fferent for 
farmers t h an i s  requi red 'for other commerc i al bus i ness . P l ease c i rc l e  
appropr i ate answer . 
Strong l y  
a .  Agree b.  Agree c .  Neut r a l  
Strong l y  
e .  D i s agree 
3 " . "f '" � . 2. 
1 6 .  I ndi vi dual  farmers s hou l d  be qi ven a reduced i ntert!st rate ; �  t .,ev ; "'"rove 
thei r fi nanc i a l  rec ord s and s tri ve to i mo l etnent t.,e.1 r  f i n anc i al c l a n .  o l � a s�t 
c i rc l e  appropr i ate an swer . 
Strong ly 
a .  Agree h .  Aq ree c .  �eu ral  
l S. o  
t4 .  I'H S aOrH 
C:: t ron , ·l v 
II! .  n " s anr•• 
1 7 .  P l ease check the l evel of iMPOrtance for 
each factor i n  .ak i ng  crtd 1 t  eval uati on s  
of financi al l y  stressed far. custa.ers . 
J .  
� 
51 . 'I 
So ;3 
�7 • .., 
?f , O  
33 .9 
' ' I  I 
3 � . 7 
.£/ , ..,  
,, . 3  
0 
s, r 
'I g,  ft!, I . I 
J: . e.  0 
,.o ,J , # , 
/S'.6 o#&e. 
30#2. I # (, 
SD·b ,, O# g  
'IS. t:t 1 . 7 
,., , ,  J , '  
1 8 . On November 1 ,  1 984 ,  wh at was the l owest i nterest rate chargtd to your best 
farm and ranch cus�gr! for l oans of the fol l owi ng types . P«t�ere. J.�r-�o_ s QHL \.1 
1 • a.-. ope rat ng oan s  '� � S Annual  percentage rata 
b .  Fal"'tt real estate l oans : 'I Ann�al percentage rate 
1 9 . A number of fi nanc i al i nsti tuti ons are pr1 c1 ng i nterest rates based on thei r 
eval uati on of the custa.er ' s  credi t ri sk . 
A .  
i f  NO , _ go to questi on 20 . 
B .  I f  YES i n  previ ous q uest i on ,  what i nterest rate wou l d  l i ke l y  be ch arged 
fortne fo l l owi ng fam l oan categori es . 
Superi or I nferi or 
Custa.er Good Average Weak - C ustomer 
November 1 ,  1 984 Mi ni  .. Cust0111r Customer C ustomer Max i nua  
I nterest Rates Rate R ate Rate Rate Rate 
PflwA-n;. L � 11\&. � � t!J/'4 "-'1 
a .  I" am oper a�, ng 
}lJJ.._APR �APR l!:tJi..:'PR l£JJ.APR l oans �APR 
b .  F arM rea l  estate 
l oans /�APR lJfuLAPR /'I.I(.IAPR /.!!1UAPR �APR 
c .  Approx i mate 
percent borrowe r s  
}'1. '  l�.t. J7,ct IS,2 t,:t � i n  each cat egory � ' � ' 
3t .s 
8 0  
' . 
PART C :  THE QUESTI ONS I N  TH I S  SECTI ON W I LL HELP IDENTIFY LENDER CHARACTER I ST I C·S 
AND THE LEVEL OF F I NANC IAL STRESS I N  YOUR TRADE REG I ON . 
20 . Whi ch one of the fo l l owi ng  best descr i bes your l endi ng i nsti tuti on? 
P l ease check appropri ate c&t!JC)ry. ' 
..l.ll::L a . Branch of a chai n bank 
� b . Affi l i ate of a regi onal bank hol di ng ca.pany 
· c . Independent b ank 
14.9_ d .  Producti on Credi t Associ ati on 
-2.L e .  Federal' Land Bank 
.l.lal..... f .  Other _________ _ 
81 
21 . 
/DO .,0 �l"'-.c...� I'S"' LENO E�J, 
I ndi cate the approxi -.te percentage of your l ocal far. custa.ers that recei ve 
most of thei r cash  rece i pt s  fro. each of the fol l owi ng sources . 
b .  Fed Catt l e f .  Sheep 
{1 � a .  C ash grai n il e .  Dai ry 
2,!4 c .  Cow-cal f • I g .  Other l..l.!=LI d .  Hogs and pigs _ 
--------
22 . On December 3 1 , 1 983 , agr i cul tural l oans represented what percentage of the  
total do l l ar val ue of your l oans ?  '�.? � 1 
p�,v,.T£ a ,,.,MJ 
23 . What percent �f the total dol l ar val ue of al l of your l oca l  agri c u l tura l l oan s 
do the fol l owi ng types of l oans represent? 
go,g I a . Fan� operati ng l oans � b .  Fa� real estate l oans 
24 . The fo l l owi ng questi ons are des igned to i dent i fy the l evel of fi nanc i al  
stress in  your regi on . 
A .  Whi ch county i s  your off i ce l ocated 1 n ?  -------
B .  What approxi -.te · pereent of your far. borrowers have : 
a . Increased thei r total  debt duri ng the past year ��.j 
b .  Decreased thei r total  debt duri ng the past year l!. � 
c .  Hel d  thei r · total  debt constant duri ng the past y�ar �� ·ri Total ID 
c .  For those farmers who have decreased thei r debt 
duri ng the past year , wh at has biin the source of 
capi tal ? P l ease l nd1 cate the a22rox1 ute 
percent as• �or each c at!Sorl · 
I .  Sal e of l and , ,. , ., 
b .  Sal e of -.ch1 nery � .Q 
c .  Sal e of breeder l i vestock 1 n  excess 
of normal c u l l ' ' ·� 
d .  Far. operati ng 1 ncaae sources 4� ., 
e .  I ncome fro. non far. sources I Q.2 
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AP PEND I X  B 
Table 6-·1 . Numbe r and Proport ion of Bank s at which De l i nquent 
Loans Exceeded Total Capi tal .  
S tates with 1 0  o r  more such banks on June 3 0 , 198 4  
8 3  
NUmber o f  Bank s Percentage o f  All Banks 
June 3 0  June 3 0  June 3 0  June 3 0  
Area 1 9 8 3  1 9 84 Change 
u . s . 53 8 6 1 6  +7 8 4 4 
Arkansas 5 1 2  + 7 2 5 
Ca lifo rnia 52 3 6  -16 1 4  8 
Colorado 24 3 3  + 9 6 8 
Il lino i s  4 1  2 6  -1 5 3 2 
Indiana 1 4  1 6  + 2 4 4 
Iowa 7 3 2  +2 5 1 5 
Kansas 1 4  3 0  +16 - 2 5 
Kentucky 1 1  1 2  + 1 3 4 
Louisiana 3 0  3 3  + 3 1 1  1 1  
Mich ican 1 4  1 3  - 1 4 4 
M innesota 2 5  3 3  + 8 3 4 
M issour i 1 5  3 9  + 2 4  2 5 
Montana 1 1  1 4  + 3 7 8 
Nebraska 1 4  29 +1 5  3 6 
Oklahoma 3 1  3 4  + 3 6 7 
Oregon 2 0  1 6  - 4 2 4  21 
Tennessee 3 4  3 4  0 1 0  1 1  
Texas 30 44 + 1 4  2 2 . 
Utah 1 4  1 4  0 2 3  2 3  
W iscons in 18 2 2  + 4 3 4 
Wyoming 1 4  1 4  0 1 3  12 
Table 6-2 . 
Degree 
of 
source F reedom 
Quest ion 24Ba 
Lender 2 
Distr ict 2 
D istr ict*Lender 4 
Error 173 · 
Total 181 
Quest ion 24Bb 
Lender 2 
Distr i ct 2 
D istr ict*Lender 4 
Error 17 3 
Tota l 181 
Quest ion 24Bc 
Lender 2 
Distr i ct 2 
Dist r ict*Lender • 4 
E rror 17 3 
Total 181 
GLM - ANOVA Resul t s  for Quest ion 24Ba , 24Bb , 24Bc , Table 4-8 . 
Type I Type III 
Prob .  Prob . 
ss F F ss F F 
3 441 . 43047642 2 . 98 0 . 0 536 2 6 9 6 . 6 3536300 2 . 3 3 0 . 1 0 0 1  
3 27 5 .  6 2658969 2 . 8 3 . 0 . 0615 3056 . 7 547058 3 2 . 6 5 0 . 0739 
1493 . 96 913 051 0 . 65 0 . 6303 1493 . 96 913051 0 . 6 5 0 . 6 3 0 3  
100001 . 89688029 
108212 . 92 307692 
1203 . 68622814 3 . 27 . 0 . 0403 1172 . 79023764 3 . 19 · 0 . 0 4 37 
331 . 248724 36 0 . 9 0  0 . 4084 4 3 . 6 28920 0 4  0 . 1 2 0 . 888 3 
180 . 1 3327214 0 . 24 0 . 9 125 1 80 . 1 3 3 27214 0 . 24 0 . 9 12 5  
318 33 . 02518194 
33548 . 093 40659 
597 . 865 23115 0 . 70 0 . 4·959 3 12 . 74959919 0 . 37 0 . 6924 
1 533 . 78980967 1 . 81 0 . 1672 2370 . 98670794 2 . 79 0 . 06 4 1  
1876 . 4970 510 5 1 . 11 0 . 3557 1876 . 49705105 1 . 1 1  0 . 3557 
73 425 . 32593 0 1 1  
77433 . 47802198 
Mean 
46 . 9  
18 . 9  
3 4 . 2  
00 � 
� .• e?.'\"/ 
Source 
S k i l l  
Lender 
Dist r ict 
S ki ll*Lender 
Sk i1 l*Dist r i c t  
Lender*Distr ict 












574 . 3 1521892 
0 . 77 1 18 299 
0 . 18865209 
7 . 8286 4598 
2 . 470602 6 3  
0 . 530204 2 5  
P rob . 
F F . ss 
4 35 . 41 0 . 0001 359 . 6 5792507 
0 . 88 0 . 4165 0 . 95094709 
0 . 2 1 0 . 807 0 0 . 5 304902 5 
2 . 97 0 . 0073 8 . 660 8 36 19 
0 . 94 0 . 4680 1 . 96916 5 1 4  
0 . 30 0 . 8770 0 . 57510046 
Ski ll*Lender*D i str ict 1 2  9 . 676517 4 2  1 . 8 3 0 . 03 9 7  9 . 67651742 
E r ror 6 45 2 89 . 58755134 
Tota l 680 879 . 3685756 2 
Type III 
F 
272 . 6 7 
1 . 08 
0 . 6 0 
3 . 28 
o .  7 5  
0 . 33 
1 . 8 3 
P rob . 
F 
0 . 00 0 1  
0 . 3 397 
0 . 547 3 
0 . 9934 
0 . 6124 
o : 8s99 






Dist r ict 
Topic*Lender 
Topic*Di st r ict 
Lender* Distr ict 




1 3  
2 
2 
2 6  




255 . 93087015 
1 . 3533837 4  
0 . 8786197 4 
1 4 . 26 46951 9 
7 . 78517 58 8  
1 0 . 4484 2877 
F 
49 . 3 2  
1 . 70 
1 . 1 0  
1 . 37 
0 . 7 5  
6 . 54 
P rob . 
F 
0 . 00 0 1  
0 . 1838 
0 . 3328 
0 . 0982 
0 . 8136 
0 . 0001 
Type III  
ss F 
157 . 2 3565379 3 0 . 3 0 
0 . 79550229 1 . 0 0  
1 . 53981 4 1 7  1 . 9 3 
1 2 . 98 141412 1 � 25 
10 . 7045917 3 1 . 0 3 
1 0 . 44884608 6 . 54 
Topic *Lender*Distr ict 52 18 . 904603.28 0 . 9 1  0 . 6558 18 . 90460328 0 . 9 1  
Er ror 2 4 36 9 27 . 3206401 1 
Tota l 256 1 1281 . 886 41686 
Prob . 
F 
0 . 00 0 1  
0 . 3693 
0 . 1 45 5  
0 . 1781 
0 . 4 1 9 7  
0 . 0001 
0 . 65 5 8  
(X) 0'\ 
� _ ... ,9 
Source 
Gr oup 3 
Lender 
Dist r ict 
G roup 3*Lender 
Gr oup 3*Distr ict 
Lender*Distr ict 







1 2  





77 . 6 286927 0  15 . 4 8  
1 3 . 001817 11 7 . 78 
. 1 . 7 588858 5 1 . 0 5  
5 . 83217317 0 . 5 8 
5 .  2007 027 5 · 0 . 5 2  
4 . 07583549 1 . 22 
P rob .  
F 
0 . 0001 
0 . 0004 
0 . 3 49 5  
0 . 8 586 
0 . 90 4 0  
0 . 3009 
Type III 
ss F 
56 . 96774259 1 1 . 36 
1 3 . 0 1 556704 7 . 79 
1 . 70906 1 1 0  1 . 0 2 
5 . 0 6 259991 0 . 50 
5 . 656349 6 3  0 . 5 6 
4 . 07794613 1 . 22 
, Gr oup 3*Lender*riistr ict 2 4  1 5 . 551556 2 2  J' o .  7 8  0 . 77 1 4  1 5 . 551556 2 2  0 . 7 8 
Error 1 2 18 1018 . 15096122 
Tota l 1280 1141 . 20062451 
Prob . 
F 
0 . 00 0 1  
0 . 0004 
0 . 36 0 1  
0 . 91 27 
0 . 87 2 1  
0 . 3 006 


















GLM - ANOVA Results of Quest ion 25 , Table 4-5 . 
Type I 
Prob .  
ss F F ss 
0 . 4 3635806 0 . 39 0 . 67 6 5  0 . 550242 7 5  
3 . 552026 45 3 . 19 0 . 04 39 3 . 36 390202 
1 . 6 1112330 0 . 7 2  0 . 57 7 3  1 . 6 1112 3 3 0  
85 . 76 245538 
91 . 36 196 319 
Type III 
F 
0 . 4 9 
3 . 0 2  
0 . 7 2 
P rob . 
F 
0 . 6 1 1 1  
0 . 0 517 
0 . 577 3 
00 00 
Table 6-7 . 
Degree 
of 
Source F reedom 
Gr oup 4 4 
Lender 2 
Distr ict 2 
G roup 4*Lender 8 
Gr oup 4*D i str ict 8 
Lender*Distr ict 4 
Gr oup 4*Lender*D i str ict 16 
E r ror . 8 61 
Tota l 90 5 
'e. c.'4.17 
GLM - ANOVA Results o f  Quest ion 4 ,  Table 4�6 . 
Type I 
ss 
629 . 261 51241 
4 . 594 5 0091 
1 . 88707584 
1 1 . 45569044 
4 . 10107471 
3 . 35577997 
8 . 713 2023 8 
674 . 68966 223 
1 338 . 05 84989 0 
F 
200 . 7 6 
2 . 93 
1 . 20 
0 . 83 
0 . 6 5 
1 . 07 
9 . 6 9 
Type III 
Prob .  
F ss F 
0 . 0001 41 0 . 80636480 131 . 06 
0 . 0 538 3 . 50357968 2 . 24 
0 . 3005 1 . 2251303 2  0 . 7 8 
0 . 0686 1 3 . 24624 578 2 . 11 
0 . 7321 4 . 228103 4 0  0 . 67 
0 . 36 98 3 . 3541699 3 1 . 07 
0 . 8009 8 . 713 2023 8 0 . 6 9  
P rob . 
F 
0 . 0001 
0 . 1076 
0 . 4579 
0 . 0 323 
0 . 714 4 
0 . 3701 
0 . 8009 
(X) 
\0 





E r ror 
Tota l 









GLM - ANOVA Results for Quest ion 5, Table 4-7 • . 
Type I 
ss 
3780 . 67180630 
1 56 4 . 67647348 
2622 . 975 846 0 6  
6074 3 . 586 98 528 
68 711 . 9 11 11111 
F 
5 . 3 2 
2 . 20 
1 . 8 5  
Type III 
P rob . 
F ss F 
0 . 00 5 7  43 15 . 7 1364 39 3  6 . 07 
0 . 1137 3 22 3 . 27527729 4 . 54 
0 . 1222 2622 . 97584 6 0 6  1 � 8 5 
P rob . 
F 
0 . 0028 
0 . 0 120 
0 . 1222 
\0 0 
't' _ ... ,�· 
Table 6-9 . GLM - ANOVA Results for Quest ion 6-lA, · 6-2B , 6-3C , Table 4-8 . 
Source 






Quest ion 6-lB 
Lender 
D i str ict 
D istr ict*Lender 
Error 
Total 


























3 152 . 51016813 
1114 . 10 539088 
1 6 2 . 597 3 26 48 
7 3 290 . 023 0695 7 
77719 . 23595506 
56 . 57843 829 
782 . 6098079 2 
1 639 . 476 57877 
57204 . 0 5427615 
5 9682 . 71910112 
3 3 41 . 0 5311658 
36 . 02892954 
1 512 . 94557278 
1 07091 . 9948 5302 
1 1 1982 . 02247 1 91 
P rob . 
F F 
3 . 6 3 0 . 028 5 
1 . 28 0 . 279 5  
0 . 09 0 . 9843 
0 . 08 0 . 9 199 
1 . 16 0 . 3172 
1 . 21 0 . 308 1  
2 . 6 4 0 . 07 4 6  
0 . 0 3 0 . 9720 
0 . 6 0 0 . 6654 
Type III 
ss 
2 68 6 . 5149 4 2 37 
970 . 95917 5 7 8  
1 6 2 . 597 3 2648 
1 3 . 90941864 
625 . 44540797 
1639 . 47657877 
3 0 55 . 6872 5000 
675 . 4 3 890497 
1 51 2 . 94557278 
F 
3 . 10 
1 . 1 2 
0 . 09 
0 . 02 
0 . 9 2 
1 . 21 
2 . 4 1 
0 . 5 3 
0 . 6 0 
P rob . 
F 
0 . 0477 
0 . 3289 
0 . 9843 
0 . 9797 
0 � 399 0 
0 . 3 081 
0 . 0928 
0 . 5 8 7 9  
0 . 66 5 4  
- - - - - - - - - - - - - - - - -
� 
't' ��·il 
Table 6-10 . GLM - ANOVA Results for Quest ion 6-2A1 6-28 , 6-2C , Table 4-8 . 
Degree 
of 
Source F reedom 
Quest ion 6-2A 
Lender 2 
Distr ict 2 
D istr ict*Lender 4 
Erroo r  170 
Tota l 178 
Quest ion 6-28 
Lender 2 
District 2 





2 0 1 0 . 0 34 39539 
389 . 90212548 
7 00 . 8490 5895 
4747 5 . 0915151 5 
5 0 57 5 . 07709497 
1 86 2 . 76016971 
882 . 54261009 
1 21 . 14942581 
38336 . 54220779 
4 1 202 . 99441341 
Prob . 
F F 
· 3 . 6 0  0 . 0295 
0 . 7 0 0 . 4997 
0 . 6 3 0 . 6 436 
4 . 1 3 0 . 0 177 
1 . 9 6  0 . 1445 
0 . 1 3 0 . 96 95 
- - - - - - - - - - - - - - - - -· - - - - - - - - - - - - - - -
Quest ion 6-2C 
Lender 2 3 80 . 8 5965008 0 . 4 1 0 . 6611 
D i st r ict 2 2415 . 3 4379228 2 . 6 3  0 . 0749 
. D istr ict*Lender 4 1 10 3 . 77742779 0 . 6 0 0 . 66 2 3  
Error 170 7 8 0 24 . 0 303030 3 
· Tota l 178 8 1 924 . 0 1 1 1 7 3 18 
Type III 
ss 
1 7 50 . 781763 27 
47 . 8 7 3746 2 6  
7 00 . 8490 5895 
1 8 17 . 48 507988 
411 . 7 1 33 441 4 
1 21 . 14942581 
398 . 3 057 392 5  
48 5 . 49407280 
1103 . 77742779 
F 
3 . 13 
0 . 0 9 
0 . 63 
4 . 0 3 
0 . 91 
0 . 13 
0 . 43 
0 . 5 3 
0 . 60 
P rob . 
F 
0 . 0460 
0 . 9179 
0 . 6 436 
0 . 0195 
0 . 4033 
0 � 96 95 
0 . 6 487 
0 . 590 2 
0 . 66 2 3  
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - � 
� 
� � · 
Table 6-11 . GLM - ANOVA Resul ts for Quest ion 6-3A , 6-3B , 6-3c , Table 4-8 . 
Source 
Quest ion 6-3A 
Lender 
Distr ict 
Distr ict* Lender 
E rror 
Total 






Quest ion 6-3C 
Lender 
























882 . 63098410 
410 . 87 691300 
845 . 47848711 
27971 . 907467 5
'
3 
2 0 1 1 0 . 8938547 5 
1181 . 1 0 377007 
163 . 22668204 
42 3 . 44654975 
368 04 . 08 333333 , 
3 8 574 . 860 33520 
440 . 907 1 1 704 
106 2 . 3978987 2 
1745 . 91967831 
75259 . 43452 3 8 1  
7 8 508 . 65921 788 
Prob .  
F F 
. 2 . 68 0 . 07 1 3  
1 . 2 5  0 . 2895 
1 . 28 0 . 2780 
2 . 7 3 0 . 0682 
0 . 3 8 0 . 68 6 5  
0 . 49 0 . 7439 
0 . 5 0 0 . 6 086 
1 . 20 0 . 3 0 3 8  
0 . 99 0 . 4167 
ss 
847 . 6 25453 21 
2 8 . 76736 458 
8 45 . 47848711 
1 339 . 5347 6 5 28 
69 . 9490 87 0 4  
4 2 3 . 44 65497 5 
5 8 4 . 81571322 
Type I I I  
F 
2 . 58 
0 . 0 9 
1 . 28 
3 . 09 
0 . 1 6 
0 . 49 
0 . 66 
1 2 . 1188066 2 0 . 01 
1745 . 9 1967831 0 . 99 
Prob .  
F 
0 . 0791 
0 . 916.3 
0 . 2780 
0 . 0479 
0 . 8 5 1 0  
0 . 7 4 39 
0 . 5179 
0 . 98 6 4  
0 . 4167 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - � 
� 

